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Economic Brief with respect to the Proposed Milk 
Marketing Agreement and Proposed Order for the 
Fall River, Massachusetts, Marketing Areae a 


Introduction 


The Proposed Marketing Agreement and Proposed Order for the Fall 
River Marketing Area is intended to regulate the handling of milk in the 
current of interstate or foreign commerce, as provided in the Agricultural 
Marketing Agreement Act of 1957 (Public =- No. 137 = 7oth Congress) for the 
purpose of reestablishing prices to producers in accordance with the pol- 
icy of Congress as stated in said acte The principal methods proposed for 
accomplishing this purpose are: 


le The classification of milk according to us¢e 


2, The fixing of minimum prices which handlers shall pay for milk 
sold in each classe 


3. The establishment of a rating plan for the proper proration 
to producers of the proceeds of sales to handlerse 


The economic basis for the proposed marketing agreoment and pro- 


osed Order is set forth in detail in the following pagoSe 
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The Economic Status of Milk Shippers in the States Which 
Supply Milk to the Fall River Marketing Area, 1929-19357 


The milk supply of Fall River is produced in the States of Massa- 
chusetts and Rhode Island, approximately 55 percent originating in the for- 
mer and 45 percent in the latter. The territorial extent of the production 
area is small, more than 90 percent of the supply originating within the 
proposed marketing area. 2/ Froduction is heavy enough in this area, how- 
ever, to supply all of the fluid milk requirements of the market and a 
substantial portion of the requirements for cream to be distributed as 
fluid cream. 3/ 


From 1929 to 1933 the prices received by farmers in Massachusetts 
and Rhode Island for milk sold wholesale declined steadily. (See table 
1.) In 1933 the average farm price of milk sold wholesale in Massachu- 
setts was 36.8 percent lower, and in Rhode Isiand 54.9 percent lower, 
then in 1929. While prices received by farmers for milk in these State 
declined materially, as indicated above, the index of prices paid by 
farmers for commodities bought declined to a considerably less extent, 

i. e., from 95.5 in 1929 to 68.0 in 1933, 4/ or a decline of 28.8 percent. 
Thus, there was a marked decline in the purchasing power of milk sold 
wholesale by farmers Guring the period 1929-1935. Since 19345 the purchas- 
ing power of milk sold wholesale by farmers has increased somewnet, but 
during the first five months of 1937 the purchasing power of milk sold 
wholesale by farmers in Massachusetts and Rhode Island was stili below the 
1929 levels. The purchasing power of milk in Massachusetts especially 
has declined relative to 1929 levels during the first five months in 1987 
compared to the purchesing power of milk during 1935 and 1936. 


During the period 1929-1933, there was «4 marked decline in the 
gross income from milk produced on farms and in the cash income from 
dairy products sold from farms in the United States and in the States of 
Massachusetts and Rhode Isiend. In 1929 the gross income from milk pro- 
duced on furms in the United States wus 2,322,553,000; in 1953, it was 
$1,262,554,000, a decline of 45.6 percent in the four-year period. In 
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Bf See Economic Brief With Respect to the Proposed Marketing Agreement 
and Proposed Order for the Fall River, M:ssachusctts, Marketing Area, Paper 
No. 2, Ssrics on Marketing Agreements and Orders, Dairy Section, Agricultur- 
al Adjustment Administration, February 1936, Pert V. 

5/ Considerable quantities of “outside™ cream sre purchased, largely 
through the Boston cream market. 

4/ This is an index which represents the United Stites’ average prices 
paid by farmers for commodities bought (August 1919-July 1929 - 100). 
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TABLE 1.- Index of prices paid by farmers for commodities 
bought, and wholesale farm price of milk per hun- 
dred weight in Massachusetts and Rhode Island, and 
percent decline since 1929, by years 1929-1956, 
and by months January-May 1957 


: Index of prices : Farm prices wo ob & Tern peices a. 
* paid by farmers : of milk solid ; Percent + Of milk sold. «sy, 2erigiea 
Year : for commodities : wholesale per: decline swholesole per * deciine 
and ; bought : hundredweight: Since ; hundredweight: Since 
month ; August 1919- : in : 139 ; in : iggy 
= Juby. ige9 - 100 5 Massachusetts: > Mhode Island. 2) 
: Percent >. Dollars 7 ( Percent : Dollars % Peraens 
1929 : 2.0 : 3.40 : - : B.08 : ~ 
1930 : 90.40 : Ovog : 20 : o.ol : (res 
1951 : 77.4 . 2.82 = ees 2.06 54.1 
1932 : 66.8 : 2200 F 62.4 : 2.14 : 40.2 
1933 : 68.0 ; aia 56.8 2.00 : 34.9 
1954 : 760 ; 2.44 z 2054 ARG SS : 26.0 
1935 ; 78.0 : Geld £7 «Q 20/8 : 2200 
1936 : 77.4 : one, 15.6 : 2.84 : PG 
1937 : 
January Blame 2.60 ; Boe Get 13.4 
Fepruary : 82.4 ee, 8 : PA See) : 05 14.8 
March : 82.4 2.65 cael : 5.00 : 16%2 
Bpnil : 83.6 2.60 2000 ; 2-90 Lo 
May : 85.6 : 2.009 20.0 : 2.60 27.4 
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Compiled from reports of the Bureau of Agricultural 
Economics, Division of Crop snd Livestock Estimates 
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Massachusetts and Rhode Island the gross income from milk produced on 


farms declined 36.0 percent and 30.7 percent, respectively, in this 
period. (See Table 2.). 


The 1933 cash income from dairy products sold from farms in the 
United States was 46.5 percent below the cash income from this source in 
1929. In Massachusetts and Rhode Island the declines in such income from 
1929 to 1933 were 37.2 and 31.1 percent, respectively. (See Table 3.) 


Although in 1934 and 1935 much improvement was evidenced in the gross 
and cash income from milk produced and dairy products sold from farms, com- 
parison with such income in the year 1929 indicates that the income of the 
dairy farmers was still unfavorable. Gross income from milk produced on 
farms in Massachusetts in 1934 was 27.7 percent below that in 1929, and in 
1935 it was 14.2 percent below that in 1929; while in Rhode Island in 1934 
it was 20.6 percent below 1929 and in 1935 it was 9.7 percent below 1929. 
Similarly, cash income from milk sold from farms in these States was 29.9 
percent and 21.1 percent, respectively, below the 1929 levels in 1954, and 
16.0 percent and 10.1 percent, respectively, below the 1929 levels in 1935. 


The foregoing facts and considerations demonstrate conclusively 
that in Massachusetts and Rhode Island there was a marked decline during 
the period 1929-1933 in (1) the prices received by producers for milk sold 
wholesale, (2) the purchasing power of such milk, (3) the gross income 
from milk produced on farms, and (4) the cash income from dairy products 
sold from farms. Since 1933 income from the dairy enterprise has increased 
markedly in these two States, but it is still below the 1929 levels. 


FART 11 


The Importance of Dairy Farming as an Agricultural Enterprise 
in the Area Which Supplies Milk to the Fall River Marketing 
Area 


The importance of milk production as an agricultural enterprise at a1 
Massachusetts and Rhode Island is indicated in Table 4. 


Milk production is an imoortent agricultural enterprise in the 
country as a whole. In 1929 the cash income from dairy products sold 
from farms was 18.0 percent of the cash income from sales of all agri- 
cultural products from farms in the United States. The cash income from 
milk sold from farms is relatively a much larger proportion of total cash 
income from agricultural production in the States of Massachusetts and 
Rhode Island than in the United States. In 1935 the cash farm income 
from milk sold from farms in the States of Massachusetts and Rhode Island 
represented 37.7 percent and 49.7 percent, respectively, of the total cash 
farm income from farm production in those States. 
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The fluid milk De of Fall River is produced entirely within 
the Counties of Bristol, Massachusetts, and Bristol and Newport, Rhode 
Isisnd. According to the census in 1929, 33 percent, 44 percent, and 
54 percent of the farms in these counties, respectively, were classified 
as "dairv farms". The census data are also significant in this connec- 
tion in that they show that the density of milk production (pounds pro- 
duced per square mile) is greater in Bristol and Newport counties, Hhode 
isiand, than in any other county in «whode island or in wassachusetts, 
and that deasity of production in oristol county, massachusetts, is the 
greatest of any county in the State. 5/ 


uch bein, the case, activity directed toward the enhuncemenat of 
prices to producers and financial returns from wilk production in the 
area Supplyin,; miik to the fall niver marxeting area is warrantea, and 
necessary, vO cifectuate the policy of Uongress us svuuted in the agri- 
cultural luarketini; agreement act or 1957. 


Part i ee . 


Comparison of tho Prices Specified in the Proposed tiarket- 
ing Agreement ana Proposed Urder ror the Fall River .arkot- 
ing Area mith «rices for ilk which Jould Give Milk the 
Same Furchesing Pouer as Ubtainea in the Base Period in the 
Fall River Marketing Area 


Section 2 of the Agricultural Adjustment act, as amended by the 
eericultural Marketing agreement act of 1967, ceclares tae policy o7 
Congress to bes 


"(]) @hrough the exercise of the powers conferred upon the Sec- 
retary of Agriculture under this title, to establish and maintain such 
orderly marketing conditions for agricultural commocities in interstate 
commerce as will establish prices to farmers at a level that will give 
agricultural commodities a purchasing power with respect to articles 
that farmers buy, equivalent to the purchasing power of agricultural 


-eommodities in the base period; and, in the case of all commodities 


for which the base period is the pre-war period, August 1909 to July 
1914, will also reflect current interest payments per acre on farm 
indebtedness secured by real estate and tax payments per acre on farm 
eal estate as contrasted with such intcrest payments and tax payments 
during the base period. The bese period in the case of all agricultural 
commodities except tobacco and potatoes shall be the pre-war period, 
August 1909-July 1914. In the case of tobacco and potatoes, the base 
period shall be the post-war period, .ugust 1919-July 1929." 
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5/ Paper No. 2, op. cit. pp. 29-30. 
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In section 8c of the Agricultural Adjustment Act, as amended by the 
Agricultural Marketing Agreement ..ct of 1937, it is provided that: 


"(18) The Seerctary of .«,riculture, prior to prescribing eny term 
in any marketin,, a,reement or order, or amenement theroto, relating, to 
milk or its products, if such term is to fix minimum prices to be paid 
to producers or associations of producers, or prior to modifying the price 
fixed in any such term, shall ascertain, in accordance with section 2 and 
section 8e, the prices thet will give such commodities a purciinsing power 
équivalent to their purchasing power during the base period. The level 
of prices which it is declared to be the policy of Congress to establish 
in section 2 and section 8e shall, for the purposes of such agreement, 
order, or amendment, be such level as will reflect the price of feeds, 
the available supplies of feeds, and other cconomic conditions which ef- 
feet market supply and demand, for milk or its products in the marketing 
area to which the contemplated marketing agreement, order, or cmendment 
relates. Whenever ths Secretary finds, upon the basis of the evidence 
adduced at the hearing required by section 8b or 8c, as tho crise may be, 
thot the prices that will give such commodities a purchising power equiv- 
alent to their purchesing power during the basc period as determined pur- 
suant to section 2 and section Se are not reasonable in vicw of the price 
of feeds, the available supplies of feeds, and other economic conditions 
which affect market supply and demand for milk and its products in the 
marketing arca to which the contemplated agrecment, order, or amendment 
relates, hc shall fix such prices as he finds will reflect such factors, 
insure 2 sufficient qucntity of pure and wholesome milk, and be in the 
public intercst. Thereafter, as the Secretary finds necessary on account 
of changed circumstances, he shall, after due notice and opportunity for 
hearing, make adjustments in such prices." 


In section 86 of the Agricultural Marketing Agrecment Act of 1957, 
it is provided that: 


"In connection with the making of any marketing agreoment or the 
issuance of any order, if the Secretary finds and proclaims that, as to 
any commodity specified in such marketing agrecment or order, the pur- 
chasing power during the base period specified for such commodity in 
section 2 of this title cannot be satisfactorily determined from avail- 
able statistics of the Jopartment of ,zgriculture, the base period, for 
the purposes of such marketing agreement or order, shall be the post-wa 
period, ugust 1919-July 1929, or all that portion thereof for which the 
Secretary finds and proclaims that the purchasing pover of such commodity 
can bo satisfactorily detcrmined from available statistics of the separt- 
ment of a riculture." 


In the cease of milk produced for saic in the #ell niver warkoting 
APGa, avalluble statistics in the wsepartment of Agriculture with respect 
to the August 1v09-July 1v14 buse perios are inunequate Tor the proper 
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determination of the August 1909-July 1914 base period price for milk. 
Prices which would give milk sold by producers to handlers in the Fall 
River Marketing Area the same purchasing power as obtained in the base 
period have been determined, therefore, from available statistics of the 
Department of Agriculture with respect to the period August 1923 to July 
1929, inclusive. The prices so determined for Class I and Class II milk 
etntaining 3.7 percent butterfat, f.o.b. city, are shown in table 5. As 
of May 1937 the prices which would give milk the same purchasing power 

as obtained in the base period are as follows: for Class I milk contain- 
ing 3.7 percent butterfat, as determined for the Fall River Marketing 
Area, $3.73 per hundredweight; for Class II milk of the same butterfat 
content, $1.62 per hundredweight. Such prices indicate that the prices 
specified in the proposed marketing agreement and proposed order for the 
Fall River Marketing Area are slightly less than the prices which would 
give milk the same purchasing power as obtained in the base period but, 
as subsequent discussion will demonstrate, are higher than would be paid 
by handlers were no marketing agreement or order effective in the market~ 
ing area. The prices specified, therefore, tend to effectuate the policy 
stated by Congress in the Agricultural Marketing Agreement Act of 1937, 
and are feasible in view of the current consumptive demand for milk in 
the Fall River Marketing Area. Current supply and demand conditions, 
discussed in the following pages, indicate the economic basis for the 
minimum prices to producers contained in the proposed marketing agreement 
and proposed order. 


PART LY 


The Character of the Commerce in Milk in the Fall River 
Marketing Area 


The Fall River Marketing Area, as defined by the proposed market- 
ing agreement and proposed order, is as follows: The City of Fall River, 
the towns of Swansea, Somerset and so much of the town of Westport as lies 
west of the line running midway between Drift and Pine Hill Roads, all in 
the State of Massachusetts; and the towns of Portsmouth, Tiverton, and 
Little Compton, all in the Stete of Khode Island, The population of the 
City of Fall River and these towns, according to the 1930 census, totalled 
137,950, distributed as follows: 


Fall River 115,274 
Swansea 5,94) 
Somerset 5,598 
Westport 4,408 6 
Little Compton 1,962 
Tiverton 4,572 
Portsmouth 2,060 
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6/ Only part of the population of Westport resides in the proposed 
marketing area. 
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' TASLG S.- HALL RIVER, HASS.: Index of prices paid by farmers for con- 
a modities bought, price per hundredweight 
‘ of 6.7%. milk, f.osbe city; and parity 
pricos; average Aus must le2ds-July 1: i285, 
oy yoars 1930-1936, and by months 193" 
, (3ase declared by the Sceretary April 15, 1936) 
; iadex of pricos : _Prices p per hundredweight of £5. 7% milk, foodae tly ae 
Yoar : paid by farmers : Class I i/ ae ate, Uldes ee 
and a for commodities .:-erices, : FEeruLy sr reces 3 Parity 
month : boughs : paid 3/ : prico f. Apais 3/ 2 price 
“August oon. fercent hans pu oiers 2% Dollars “s Dotlers” “> Dollars 
July PE 25 in {O06 Oy es ken eees ae : bat 
1930 94.2 : : 
1931 : 80.6 : : 
1632 : 69.5 : 2 
1935 : 79.8 a : 
1534 : Tex s Goeke of ¢ 
1935 “ Bdge 2 8.40 : 5648 : 1.43 ; ee 
19386 ; 80.6 ase : 5645 s 1.4 3 1.50 
1837 ; : ‘ : : 
January ‘ 84.5 28 Sees : 3.52 : 1,65 4 1.57 
Vebruary : S568 2 eG : 5047 toe Oo ; 1,60 
parch 2 85.8 2) S066 z 5057 SeuL eT : 1.60 
April = Stel 6 °Saog = Calo Sie OT 4 Lena 
ey 3 Ofek 5 O66 : Geld : 1.628 ¢ 1.82 
af Class I means all milk usod for consumption as whole milk, chocolate milk 
or flavored milk 
2/ Class Ii means all milk in excess of Class I. 
3/ compiled from reports of the itarket Administrator. 
af Calculated by adjusting Boston surplus prices for freight cost to Fall 
kiver and weignting for percentage of total milk supply in Class ite Tne Class I 
price was calculeted by relating the balance of tne milk to the flat prices 
supplied by the Neues PA. 
5/ Calevlatied by adding 6 cents to tho Boston 200 mile zone surplus price. 
° of Average April-December 1934. 
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More than 125 thousand of the total population of the proposed 
marketing area (or approximately 93 percent) reside in Massachusetts. 


The proposed marketing area is the City of Fall River and contigu- 
ous urban areas which are served predominantly by dealers located in- Fall 
River, Milk distribution by these dealers extends beyond the boundaries 
indicated, but such territory usually is served also by dealers from other 
areas. For example, dealers in Fall River supply milk to certain customers 
in that part of the tom of Westport lying east of the boundary line indi- 
cated in the above description ef the proposed marketing area, and dealers 
from New Redford likewise supply certain customers in that part of West- 
port which is located within the proposed marketing area. (Ve On the south, 

he Fall River area borders the Newport Area, and on the west and northwest 
it is bordered by the area supplied by dealers located in Providence, Rhode 
Island. The area described constitutes one market by reason of the fact 
that it is supplied by the same croups of producers and handlers and the 
same supply and demand factors are operative throughout the area, 


Table 12 in Part V of an earlier brief prepared for the Fall River 
Marketing Area shows the density of population per square mile of the var- 
ious towns and cities in the markcting area. 8/ Only two, the town of West- 
port, Massachusetts, and the town of Little Compton, Rhode Island, have 
population densities of less than 100 per square mile; ise@.s, 83.2 and Sige, 
respectively. 


In the paper just cited it was found that "milk distributed through- 
out the arca meets practically the same sanitary requirements. A thorough 
system of State regulation and inspection was developed in Rhode Island be- 
fore the establishment of such a system by the Commonwealth of Massachusetts. 
Both the Massachusetts system of inspection and that performed by the City 
of Fall River are similar to that in Rhode Island. 9/ Farm inspection re- 
quirements being very similar, such differences as may exist with respect 
to sanitation requirements applied to distribution in different parts of 
the marketing area are not sienificant to such a degree as would give any 
portion of the area its owm poculiar supply and demand factors and thus 
cause it to be unaffected directly by supply and demand conditions in the 
rest of the area, For example, the Fall River Board of Health requires that 
all pasteurized milk contain not more than 25,000 bacterin per Cec. when 
delivered, whereas the Massachusetts law permits 40,000 bacteria per Cec. 
But this difference is minimizcd when it is considered that the Rhode 
Island law establishes a limit of 25,000 bacteria per c.c. Moreover, com- 
petition within such a small area tends to make the strictest legal stan- 
dards applicable in any portion of the area the standard of the entire area. 


"The milk supvly, being generally of similar quality, moves freely 
from one part of the area to another. All handlers in the market, except- 
ing certain producer-handlers distributing only a small percentage of the 
at 17 See AAA. Docket No. 29, p. 109 (Hearing held Aug. 22-22, 1933, on 
Proposed Marketing Agreement for Southeastern New Eng land Markets}. 

8 Paper NOs m; Ope OL «5 pe ik © 


9/ A.sA.A. Docket No. 29, p. 226, testimony of W.D, Nichols, formerly 
employed as Chief Milk Inspector by the State of Rhode Island. 


tne eve tat 1 yi 08 ot noun nab ? 
’ ewalaol od vidiwnteobeia Sewreg ote 6 % 
beri shyethe. exe! h Oger? We cs Hoel hea 
fash «4 cele hewree af vilarat io Saws deve eud 
enn of BLIm wigecs or fret of atthieen olin 
ity “ 2S sage fyi. dnoqsae! To cane ete To 
; no tag Fe rect ao 
0°% sents nathcaticen Season i por idle es 
“ ‘ye Go ress pire L904 i ef ete SEIS an BS 


ti a a } ey 8 yy “ ok is? ol j aa. eae oor chet Gap ba 
is hs tts Ne sete yp vers tO rere b Poy yey “tt (ik sf nob tyga 


Linhe to vilovotros tated . wero Tf bm ott? 
ecolbner LiA wersous oF ihe a. ont? “Es Preg 
“I mm % ap oe ys aT fn set { tos ree atte ee at 


silee | = 


total volume of milk distributed in the market, have located their plants 

in the City of Fall River. Moreover, any producer-handler who sells milk 

in the city mst, if he establishes a new plant, locate such Plant in the 

city. 10/ This situation necessitates that most of the milk distributed in 
that part of the marketing area outside of Fall River bo brought into the 

city before it is distributed." 


_ The facts and considerations noted above hold true at the present 
time e 


Table 6 shows the respective quantities of milk purchased by handlers 
in Fall River from producers in Massachusetts and Rhode Island, and the 
percentage of total milk receipts of handlers in Fall River supplicd by 
Producers in each State, by months, April 1934 to June 1936, inclusive. 

This table shows that approximately 55 percent of the total milk receipts 
of handlers in the Fall River Marketing Area is supplicd by producers 
located in Massachusetts and approximately 45 percent by producers located 
in Rhode Island. 


Table 7 shows the net Class I and Class II sales of milk by handlers 
reporting to the Market Administrator in the Fall River market, by States 
of origin, April 1934-June 1936, inclusive, 


The 38 handlers who distributed milk in the Fall River Marketing 
Area during the period July 1935-June 1936 may be classified under five 
types, according to place of business and the sources of their milk supply, 
by States, as follows: 11/ 


type 1 Handlers located in Massachusetts purchas‘ng milk from 
producers in Massachusetts only. 


Type If handlers located in Massachusetts purchasing milk from 
producers in Rhode Island only. 


Type III Handlers located in Massachusetts purchasing milk from 
producers in both Massachusetts and Rhode Island. 


Type IV. Handlers located in Riode Island purchasing milk from 
producers in Rhode Island only. 


Type V Handlers located in Rhode Island purchasing milk from 
producers in both Rhode Island and Massachusetts. 


Handlers of the first type purchased 7,352,160 pounds of milk from 
producers. This quantity represented 42.0 percent of 11 milk purchased 


10/ Information supplied by the Market Administrator, License No. 48. 
Ti/ For a discussion of sources of milk supply by States, by type of 
handler for the period April 1934-June 1935, see Paper No. 2., op. cit., 
Bh. ACHLL. 
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TABLE 6.- Total purchases of milk from producers by handlers 
in the Fall River Marketing Area, by States of ori- 
gin, April 1934-June 1936, inclusive 
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Compiled from reports of the Market Administrator, 
License No, 48, and Order No. 5. 
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TABLE 7.- FALL RIVER, 


Year and 
month 
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Net Class I and Class II sales of 


milk, reported by hendlers by months, 
by States of origin, 
June 1946 
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Compiled from the annual report of the Market Administrator, 
License No. 8. 
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from producers in Massachusetts by all handlers and 24.0 percent of all 
milk purchased from all producers by all handlers. (See Table 8.) 


Type II handlers purchased 576,408 pounds of milk from producers. 
This quentity represents 4.3 percent of the total amount of milk purchased 
from producers in Rhode Island and 1.9 percent of the total quantity of 
milk purchased from producers by all handlers. (See Table 8.) 


Handlers of the third type purchased 21,630,323 pounds of milk, 
which represented 70.7 percent of all milk purchased from all producers 
by all handlers. These handlers purchased 9,531,166 pounds of milk from 
Massachusetts produccrs, which was 55.7 percent of the total purchases from 
Massachusetts producers and $1.2 perecnt of all milk purchased from all 
producers. They also purchased 12,099,157 pounds from Rhode Island 
producers, which amounted to 89.7 percont of all milk purchased from Rhode 
Island producers and 39.5 percent of the total volume of milk purchased 
from all producers by all handlers. (Sec Table 8.) 


Handlers of the fourth type purchased 770,297 pounds of milk from 
producers. This quantity represents 5.7 percent of the total amount of 
milk purchased from producers in Rhode Island and 2.5 percent of the total 
quantity of milk purchased from producers by al}, kandlers. (Sce Table 8.) 


Finally, handlors of the fifth type purchased 266,564 pounds of 
milk from producers. This quantity of milk represents 0.9 percent of the 
total milk purchased from all producers by all handlers. Of this quantity, 
220,734 pounds were purchased from Massachusetts producers, amounting to 
1.3 percent of all milk purchased from Massachusetts producers by all 
handlers and 0.7 percent of all milk purchased by handlers from all pro- 
duecrs. Handlers in this classification purchsscd also 45,630 pounds from 
Rhode Island producers, which quantity was 0.5 percent of total purchases 
by handlers from producers in Rhode Island and 0.% percent of all milk 
purchased from producers by all handlers. (Seo Table 8.) 


Section Bc (1) of the Agricultural Adjustment Act, as amonded, 
and as re-cnacted by tho Agricultural Marketing Agreonent Act of 1957, 
provides that: "Tho Secretary of Agriculture shall, subject to the pro- 
visions of this section, issue, and from time to time amend, orders 
applicable to processors, associations of producers, and others engaged 
in the handling of any agricultural commodity or product thereof speci- 
fied in subsection (2) of this section. Such persons are referred to 
in this title as 'handlers'. Such orders shall regulate, in the manner 
hereinafter in this section provided, only such handling of such agri- 
cultural commodity, or product thereof, as is in the current of inter- 
state or foreign commerce, or vhich directly burdens, obstructs, or af- 
fects interstate or foreign commerce in such commodity or product thercof." 


It has been shown that the Class 1 and Class II prices provided 
by the proposed agreement and proposed order for the Fall River Marketing 
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Area are slightly less than the prices which would give milk the same 
purchasing power as obtained in the base period. The prices provided 
are higher, however, than would be psid producers if tne order now in 
effect were discontinued and no marketing agreement or order made ef- 
fective. 


Nearly half of the milk supply of the Fall River Marketing Area 
originates in Rhode Island. Much of this milk is mingled in handlers! 
plants with milk shipped to the marxet from Massachusetts farms. Some of 
the handlers whose plants are located in Massachusetts sell some of their 
nilk to consumers located in Rhode Island. Im sny case, the milk that 
does not move across state lines is in constant comoetition \ 
which originates in another state. Such being the cese, it follows that 
such milk must be regulated in the seme fashion as the milk which moves 
across state lines if the policy of Congress as stated in ne Egricultu- 
ral Marketing Agreement Act of 1937 is to be effectuated. t has been 
pointed out that the proposed marketing agreomeant and oroposed order, if 
put into effect, will stabilize the market structure and maintain higher 
returns to producers than would otherwise be the case. This is especially 
the case under the marketing plan contained in the oronosed marketing 
agreement and order, according to which each nroducer supplying the mar- 
ket receives a lower price for his share of the milk in excess of the 
actual fluid milk sales by handlers in the market. Handlers buying milk 
in Massachusetts only could pay the same price paid by handlers complying 
with the agreement and order(which would be a combination of the fluid 
milk and excess milk price) yet sell practically all of their milk as 
fluid milk. The gains to be made by this method of purchase, i.e., flat 
price buying, on the part of handlers selling a large proportion of their 
milk as as milk have been adeguately determined by the Federal Trade 
Commission in its recent investigations of several fluid milk morkets 


"As previously pointed out, the flat-price buyer whe usually sells 
milk only for consumption as fluid milk, will offer to purchase from vro- 
ducers at a price which is a trifle higher than the prevailing blended 
prices they are receiving from other dealers purchasing on a utilization 
basis. As he disposes of nearly all his milk in fluid form as Class I, 
he profits by the fact that, although he buys at only slig ale higher 

than the peed price vaid by other distributors on a utilization basis 
for Classes I, II, and III, he sells nearly all which he wurchases at the 
high Glass. f price .... . It should be understood, however, that if 
the flat-price buyer paid the farmers on the basis of his utilization, 
which is practically all Class I, he would have to pay a much higher 
price than that which he actually does pay .... .. Qne of the im- 
portant effects of this practice is that the ability to purchase milk at 
the relatively low blended prices being oaid by other distributors puts 
the flat--price buyer in = very advantageous position to cut prices on 
milk to the wholesale and 
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retail trade." 12/ 


It should be noted that there can be little objection to some 
handlers selling milk at prices lower than those at which other hendlers 
sell their milk, provided such lower prices are due to efficiency of 
operation. However, when such practices are due to the fact that some. 
handlers are, by virtue of the market structure, able to secure milk at 
lower prices then other handlers who purchase on he basis of the pre- 
vailing price structure, conditions in tho market become chaotic, and 
inimical to the best interest of producers snd consumers. This is due 
to the fact that such practices frequently disrupt orderly marketing 
processes, leading to unstebilized marketing conditions which are not 
conducive to the proner functioning of the market. 


Obviously, the competition between milk from different sources 
would bring about the results set forth above. Neither the nendlers in 
the Pall River lerketing Area or the producers cooperative association 
have in the past differentiated between milk shipved from Rhode Island 
or Massachusetts. 


In view of the foregoing, it should be obvious thet most of the 
milk handled in the Fall River Merketing Area actually moves across state 
lines, or is directly mingled with milk which so moves, and that, in 
order that the policy of Congress as stuted in the Agricultural Marketing 
Agreement Act of 1937 be offectueted, the handling of ell other milic in 
the marketing aren must be regulated. 


ee ae ete ete eet nt et oe Be ee 


le/ Federal Trade Commission, House Document No. ise, 74th Con- 
gress, lst Session. 
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PART V 


The Price Structure Provided by the Proposed Marketing 
Agreement and Proposed Order for the Fall River, 
Massachusetts, Marketing Area 


The price structure provided by the proposed marketing agree- 
ment and proposed order relative to milk produced for sale in the Fall 
River Marketing Area would result in approximately the same total 
returns as those now prevailing in the market. The following discussion 
sets forth certain facts concerning classification of sales and uses of 
milk, and supply and demand conditions. The proposed classification and 
price schedule appear reasonable in relation to these facts. 


A. Use classification 


The two classes of milk provided by the proposed agreement and 
order are defined in the same manner as in License No. 48 and Order No. 5, 
effective in the Fall River market since April l, 193), and May 1, 1936, 
respectively. This classification, as defined, is in conformity with 
both custom in the market ond sound milk marketing practice. 


Prior to the effectuation of License No. 48 and Order No. 5, 
most dealers were paying producers according to a base and surplus plan 
with individual-dealer pools. Testimony presented at a hearing relative 
to a proposed milk marketing agreement for four Southeastern New England 
markets (Providence, Fall River, New Bedford, and Newport), held in 
Washington, D. C., August 22-23, 1933, 13/ indicates that considerable 
progress already had been made toward the establishment of an organized 
marketing system. The Fall River Milk Producers' Association, in 
cooperation with the Fall River Milk Dealers' Association, had made plans 
for a market "audit" in order that producers might be assured that they 
were being paid fluid milk prices and surplus ab/ prices for the proper 
quantities of milk. A system of base rating had been introduced by a 
small number of dealers several years earlier, but no general plan of 
allotting bases to new producers had been developed. 


The Fall River production area is a deficit production area, 
insufficient milk being produced to supply all the fluid milk and fluid 
cream roquirements of the marketing area. Consequently, the fluid cream 
supply from local producers mist be supplemented by supplies originating 
in surplus cream producing arcas. The actual channel through which such 
supplies are securod is usually the Boston cream market. 


13/ A.A.A. Docket No. 29, p. 96 ff. 
u;/ “Surplus” in the sense of being in excess of fluid milk requirements. 
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The proposed marketing agreement and proposed order define as 
Class I Milk all milk sold or distributed as milk, chocolate milk or 
flavored milk drinks and as Class II milk all milk specifically 
accounted for (a) as being sold, distributed or disposed of other than 
as milk, chocolate milk, or flavored milk drinks and (b) as actual 
plant shrinkage within reasonable limits. The inclusion of chocolate 
milk and flavored milk in Class I is prompted by the consideration that 
such products are essentially in the same category as fluid milk. Such 
products cannot be made solely from cream nor solely from skim milk; 
the milk from which such products are manufactured must be brought to 
the market as fluid milk; they are merchandized in the same manner as 
fluid milk; and they must meet the same requirements as to sanitation 
as in the case of fluid milk. 


The Fall River. milk production area, being a deficit area, does 
not produce milk to any significant extent for manufacturing purposes, 
so that most of the milk produced for sale in the Fall River Marketing 
Area is utilized either as fluid milk or fluid cream. There is no 
reason, therefore, for classifying milk into more than two classes for 
purposes of making payment to producers. 1 


As far as the classified price plan is concerned, it should be 
noted that this method of pricing milk to milk handlers has come to be 
the ruling method of selling milk to handlers in many milk markets 
during the last three decades. It is largely a function of the evolution 
of milk markets from the unorganized stage where producers each bargained 
for milk prices individually with handlers to one where cooperative 
associations of producers negotiate the terms and conditions of the sale 
of milk to handlers. 


The most important service rendered producer-members by coopera- 
tives organized largely for price-bargaining purposes is that of nego- 
tiating the terms and conditions of sale of milk to distributors. (Such 
cooperatives are usually termed "bargaining cooperatives".) Such 
associations usually agree to sell the milk of the member and return to 
him the proceeds of such sale, subject to certain deductions for covering 
the operating expense of the cooperatives. Thus the cooperative stands 
in the position of being the sole sales agent of a large number of 
producers. While the production of milk is carried on by large numbers 
of individuals, the output of such individual producers being very small 
relative to the total output of milk in the market, the sale of such milk 
is handled as a unit. Under such conditions, the sale of milk becomes 
largely a collective action and there arises the need for the formulation 
of sales and price policies. 


The development of the classified price plan by cooperatives was 
slow and gradual. At first, the cooperatives attempted to bargain with 
handlers for flat prices for all milk. They appear to have been success- 
ful for a time in securing flat prices which they considered satisfactory, 
but in the depression following the World War, they found that handlers 


15/ Adapted from Paper No, 2, op. cit. 
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would not pay flat orices sufficiently rommorative to producers. 16/ 
One writer puts the matter thus: 


"Quite neturally, the flat-price plen was first used because 
farmers were not familiar with the conditions of the market. It was 
when distributors began asking for 2 lower orice because of large amounts 
of surplus that producers saw the equity of a use price basis ..... 


"There seems to be no reason why milk should be bought on ea flat 


One of the most fundemental difficulties in pricing milk to 
handlers on a flat-price basis arises because of the fact that handlers 
tend to vary widely relative to the proportions of milk sold by them in 
different classus. Thus, if flat prices were to be secured for all milk 
that were high enough to be sufficiently remunerative to producers %2 
insure an adequate supply, those handlers who sell inost of the milk they 
receive as fluid milk ws heve an adventege, and those who mace vente 
much of the milk they receive into other dairy vroducts would be placed 
at a disadvantage. 


Metzger states that "With the coming of the cooperstive associa- 
tion to represent the producers, the distributor continued to use the 
same argument for lower prices that he had used for years: That there 
was so much surplus he could not profitably dispose of the milk unless 
the buying price was low. In mony markets it was felt that this was 
often used as an argument to place prices lower than they should be. It 
was proposed that the distributor show es producers exactly the quantity 
he sold for different uses, and thot a basis of payment be arranged ac-— 
cording to the quantities of milk sold in each of these classes. The 
plan is usually know as the "Classification" plan and sometimes as the 
"se" plan. 


In an effort to overcome some of the difficulties of flat—price 
buying, cooperatives developed a system of pricing milk to handlers 
according to the form in which it was sold by handlers. Thus, in many 
milk markets, especially the larger ones, handlers purchase their milk 
largely on the basis of a classified price plan, paying different prices 
for milk according the form in which they sell it. Apnpsrently the plan 
was first used on an extonsive scale in Boston, lnssachusetts, Washington, 
D. C., and Philadelphia, Pennsylvania, about 1918. Since th vat time the 
plan has been put into operation in a larger number of milk markets, and 


Dairy Products, Chapter I, 


16/ pertiett, Revs, Cope 
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17/ Horner, J. T., "A Comparative Study of Various Fluid Milk M arketing 
Plans," Americen Cooverution, 1926, Volume II. 
18/ Metzger, Hutzel, Cooperative Marketing of Fluid Milk, Technical 
Bulletin No. 179, United States Devartment of Ne tL ees 
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has been found to be a sound and practical plan for selling milk to 
handlers. 


As was noted in the foregoing pages, the class price plan 
provided for in the proposed marketing agreement and proposed order 
is in conformance with market practice in the Fall River Merxeting, Area 
and appears to be adequately justified by market conditions. 


Be Minimum prices to producers provided by the proposed marketing 
agreement and proposed order. 


Tne proposed agreement and proposed order provides for minimum 
prices which handlers are required to pay for Ciuss I and Class II miik, 
as follows: 


Class I milk, $3,66 per nunarcdweight, 


Class II milx, per hundredweight: Divide the price per can 
of bottling quality cream at Boston by 33 (the numper of pounds 
of butterfat per can); and multiply the result by 3.7? (pounds 
OY butterfat por aundredweight of milk). 


C. Price history of the Fall River warket. 
le Farm Price of wilk sold wholesale. 


The average annual farm prices per hundredwoight of milk sold 
wholesale in the States of Massachusetts and Rhode Island for the 
period 1910 to 1936, inclusive, are shown in table 9 and figure l. 
During this period these prices reached a high point of $4.58 and $4.30 
per hundredweight in 1920 in Massachusetts and hode Island, respective- 
ly. During the depression of 1921 and 1922 these prices declined 
materially. Boginning in 1925, farm prices of milk sold wholesale again 
resumed on upward trend, reaching a peak in 1929 of $3.40 and $5.58 in 
Massachusetts und Rhode Island, respectively. With the advent of the 
depression in 1929 and 1930 these prices ugrin declined drastically, 
reaching $2.15 per hundredweight in 1933 in Massachusetts, the lowest 
price the farm price of milk sold wholesale has rouched in thet Stiute 
during the 27-year period, 1910-1936, The low point in the price of 
milk sold wholesale in Rhode Island was in 1932, when furmers received 
an average of $2.14 per hundredweight for their milk. Only one year 
during the period 1910-1936 has the farm price of milk sold wholesale 
in Rhode Island reached a lower point thin in 1936. That point was 
reached in 1914 when the average farm price of milk sold wholesele in 
Rhode Island wis $2.07 per hundredweight. During the last three yoars 
these prices have increased somewhat, but are still materially below 
the 1929 level. 
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Table 9 = FALL RIVER, MASS. - Prices per hundredweight received 
by producers for all milk sold wholesale in Massachusetts, 
Rhode Islund and United Stetes, 1910 - 1936 
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Year : Massachusctts - Rhode Island : United States 


: Dollars . Dollars ‘ Dollars 
1910. 2.46 Bees ‘ 1.61 
120 i oe 2.42 2615 : Veils 
sh ey 2.45 2.15 : 1.62 
19135 < 2.56 f 2.20 r 1.64 
1914 ° 2.51 i OA07 ; 1263 
1915 2.50 i Pele ; 62 
1916 | 2.51 2.19 1.76 
Reb iy py 2.88 ee7L 2.42 
1918 : 3.98 d 3.60 3.04 
ich he ae 4,50 ; 3.88 Deoo 
1920. 4,52 ‘ 4.30 3.24 
TOsl 3.82 ; er) 2.33 
Tope G 3.16 5 3.18 2.15 
1923 3.40 ‘ 3.28 2.50 
1924 : B16 é 2.95 2.25 
Loe5 | S311 ; 3.20 2.39 
1926 3.22 ; G53 2.41 
1927 3.17 3.350 2.55 
1928 3.30 , 5,55 2.55 
1929 ° 3.40 : 3.58 2.55 
1930 : 3.39 3.31 2.2% 
13) | 2.82 2.36 EPL. 
g93e.° 2.30 2,14 1.28 
1933: 2.15 2.33 hee 
1934 ° 2.44 2.65 Wes: 
1935 |; 2.79 2.78 Lege 
1936 - 2.87 2.84 1.89 
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Compiled from reports of the Bureau of Agricultural Economics. 
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2e Milk dealers buyimg prices of milk used for city 
consumption. 


Prices paid by dealers for milk used for city consumption 
(Class I milk) testing 3.7 percent butterfat, in the Fall River market 
(fPedebe city) by months, January 1922 to Mey 1937 are showm in table 10. 
The prices in this table prior to April i934 represent a price series 
prepared by the New England Milk Producers' Association as the price 
paid by handlers in Fall River for milk used for fluid milk purposes. 
Since dgaleys were not buying milk on a strict use~classification plan 
prior to April 1934, it is probable that these prices represent the 
prices paid by handlers for "basic" milk. Milk License No. 48 became 
effective April 1, 1934 and from April 1, 1934 to December 16, 1936 
the prices in table 10 represent the Class I price which handleis were 
required to pay for milk purchased from producers as provided in 
License No. 48 and Order Noe 56 From December 15, 1956 through May 
1937, the prices in table 10 represent the price paid by handlers for 
milk purchased from producers as set forth in an agreement between the 
handlers and the Producers! Association. 


| The Class I price provided by License No. 48, when that 
License first became effective, April 1, 1934, was $3,0225 per hundred-~ 
weights This was a continuation of the price therotot’ore being paid, 
except that the License did not permit a lO-cent per hundredweight 
"station charge" on base milk which dealers had deducted. 19/ By the 
issuance of an amonded License, effective September 1, 1934, the 
Class I price was increased to $3.40 per hundrodwoight. The Class I 
price remained at $3.40 per hundredwoight wmtil May 1, 1936, it being 
reduced to $3.35 por hundredwoight when Order Noe 5 became cffoctive. 
On December 16, 1936, the Class I price was increased to $3.66 per 
hundredweight by agreoment botweon the producers! association and the 
handlers operating in tho Fall River Marketing Arcane The $3.56 Class I 
price has remained in effect up to the presont timo, and it is the 
price for Class I milk provided for in this proposed Marketing Agreement 
and Proposed Order. 


3e “Surplus" milk pricese 20/ 


The lack of officially reported "surplus" or Class II milk prices 
and the fact that few dealers paid on this basis for any considerable 
length of time prior to the offectuation of Licenso Noe 48 necossitates 
that consideration of this topic be limited £0 information presented at 
the hearing relative to a proposed milk marketing agreemont for the 
Southeastorn New England markets (including Fall River) held August 22- 
25,1933. Tho Producers and Distributors Schedule, presented by tho 
producers! association in connection with the record of tho hearing aly, 
indicates that producers wero boing paid approximatcly $.93 por hundrod= 
weight for Class II milke A similar schedule submitted by tho Fall River 


re ee ee ee ee see Oe me ee ee ee ee ae 


a 


19/ See Mi Le Producers' and Distributors' Schedule” filed by Fall River 
Milk Producers! Association, A.AsA. Dockct Noe 29, and by Fall River 
Milk Dealers' Association, ibid. 

20/ The information relative to the history of "surplus" prices was 
adapted from Paper Noe 2, Sorios on Markcting Agreements and Orders 
Ope cit. 

21/ A.A.A«s Dockct No» 29. 
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Milk Dealers! Association stated that the price being peid for Class It 
milk was ¢1.05 per hundredweight. The difference would appear to arise 
from the fact that the former was an f.o.b. farm price while the Letter 
probably represented the average f.o.b. city price. 


The Class II price provided in the license which became effec- 
tive April 1, 1934, was 3.7 times the price per pound of 9«~score butter 
at Boston plus 30 percent. On May 1 the Class II price was reduced to 
of times the price per pound of 9¢-score butter at Boston plus Lu 
percent, plus 8-1/2 cents, in order to bring Class II prices in Line 
with prices paid in the marketing area for cream secured frou ovner 
sources. in the emended license which became effective Septumder 1, 
1934, the formula for determining the Class II price was altered to con— 
form with the Class II price in Boston. This formlz, é&/ based on the 
price of butterfst in cream of bottling quality, resulted at the time 
in a slight increase in the Class II price over that provided in the 
previous amendment. This same method of determining the Cless ii price 
wos set forth in Order No. 5, effective Mey 1, 1936. Table 11 shows the 
Class I, Class II, base milk, and weighted average prices by delivery 
periods which have been paid pursuaiit to the provisions of Li.cense No. 
48 and Ordor No. 5. 


: 


The result of the Class II price set forth in Order ko. 5 hes 
been to keep the price of butterfat in locally produced milk which is 
used for creom in a closer relationship with the price of buttorfat in 
ereem purchased from outside the local production area then probably was 
the case before the order became effective. For exemple, at the time 
the above "Class JI" milk prices were quoted by the oe River Milk 
Producers! Association ond the Fell River Milk Dealers! Association 
(September 1, 1932), the price of "outside" cream was said to be S1B.eb 
per can.23/ "This price amounted to approximately 40 cents per pound 
butterfat as compared to 25 cents per pound butterfet received by 
producers for Class II milk, if the Producers! Association figures are 
accepted, or 28 cents, if the Denlers' Association figures sre accepted. 


42 Bubterfat ditiereitial. 


The allowance peid or deducted by handlers for each 1/10 of one 
percent butterfat content above or below 5.7 percent butterfat on ell 
milk is determined by dividing the weighted average price per forty- 
guort cun of botbling quality erecam in the Eoston Market, as reported 
by the United States Department of Agriculture for eacn delivery perioc, 
by 530. This places the value of butterfat in milk delivered by 
producers which is above or below 5.7 percent butterfat a a ae 
ratio to the value of butterfat in Class II milk. Table le shows thc 
allowance per 1/10 of one percent butterfut per huncred eee paid to 
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g¢/ The price per can of bottling yoolity cream at Boston divided by 
55,5 times ei iy less Li- Lie & cents 


63/ Miik Producers! and Distributors! Schedules, A.A.A. Locket No. <9. 
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Table 11.-— FALL RIVER, MASSACHUSETTS: Prices paid by handlers for 
3.7 percent milk per mindredweight delivered at euca 
handler's plant, by classes, prices for outside area milk, 
prices paid to producers for base milk, and weighted 
average prices paid for oll milk, by months, April 1964- 
April 1937, inclusive. 
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Table il. FALL RIVER, MASSACHUSETTS: Prices 
eT percent milk per hundredweight 
handler's plant, by classes, prices for 
prices paid to producers ror base 
aver 


ae 1937, inclusive -~-Continued 
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1/ Class I milk means all milk sold or distributed as 


whole 


miik, 


chocolate milk, or flavored milk for consumption in the sales aren 
effective May 1, 1936, means all milk sold or distributed as milk, 
chocolate milk, or flavored milk drinks and all miik not established a 


Class il. 


2/ Class II milk means the quantity of milk in excess 


effective May 1, ee means milk accounted for as being 


uted, or disposed other then as milk, chocolate milk, 
milk drinks, or as ee plant shrinka 


3/ Price raised to $3.66 December 16. 


L/ Blended price 


Pohedacd from semi-monthly reports of the market 
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Table 12.- FALL RIVER, MASSACHUSETTS: Allowance per 1/10th percent 
bpautterfet per hundredweight paid to or jeducted from 
milk above or pclow 3.7 percent buttarfat content, 

Avril 1934~-Mey 1937 
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Compiled from reports of the market administra- 
tor, License No. 48 end Order No. 3. 
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or deducted from milk above or below 3.7 percent butterfat content 
dclivered by producers, by hendlers in the Fall River Marketing Area, 
during the period April 1934-May 1937. 


PART VI 
Demand Conditions in the Fall River iarketing 
Aren 


A. Business conditions - purchasing power of consumers. 


The following discussion of business conditions in relation 
to purchasing power in the Fall ae Marketing Arca is based largely 
on the Monthly Review of Industrial and Financial Conditions in the 
New England District, published a ‘the Federal Reserve Bank of Boston, 
June 1, 1937. The various business indicators utilized by this report 
show that general business conditions ere such that improvement in 
consumer purchasing power probably has occurred in recent inonths and 
that further improvement might be expected. 


The City of Fall River is one of the loading cotton text tile 
manufacturing conters in the country and consuuwer purchasing power in 
the Fall River Marketing Area is very closely associated with condi- 
tions in that industry. A marked deciine in industriel activity had 
resulted in a considerable reduction in fluid milk purchases in Fell 
River by August 1933. 24 / "he unfavorable industrial situation was Ase 
aggravated by the cotton textile strike of 1934, altnough reported sale 
of Class I miik do not indicate that any reduction in fluid ert pur- 
chases resulted directly therefrom. However, it is pessible that the 
volume was not so great as it might have been hed no strike enna 
Since 1934 conditions in the textile industry heve improved markedly. 


According to the Federal Reserve Monthly Review, published June 


1, 1937, the daily average consumption of raw cotton in the New England 
States during April 1937, was 4,140 bales compared with 3,128 bales in 
April 1936, an increase of 32 percent. The ee of wage earners em- 


ployed in Massachusetts and aggregate payroll s incressed 0.6 percent end 
2.8 percent, respectively, from March 15, to Avril dy t937s. 10 Cone 
trast with these March to April increases of this year, the records for 
the 12-year period 1925-1936 show on average decreese in employment and 
payrolls in April compared with March. It was clso reported that em- 
ployment in representative manufacturing csteblishnents was 17 percent 
higher in 
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24/ Testimony contained in A. A. A. Docket No. 29, p.96. 
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April 1937 than in April 1936, end that the amount paid in wages was 
greater in April 1937 by 32.9 percente 


Building: The total value of new contracts awarded for resident- 
jal building in Massachusetts during the first four months of 1937 was 
$12,430,500 as compared with $6,283,000 during the same period in 1936, 


an increase of 97.8 percent 


Retail Sales: Retsil sales, in Massachusetts, April 1937, com- 
pared with April 1936. 


Number of stores reporting 792 
Number stores reporting increase 397 
Number stores reporting decrease 558 
Number stores reperting no change 37 
Total increase in dollar volume 1.5 percent. 


All of these indicetions of the increase in business reflect also 
an increase in the demand for milk and other food products. There is 
no readily apparent reason to believe that this increase in business 
activity will not continue for sometime o 


B. Distribution of relief milk 


Milk is dispensed to persons on relief by the following procedure :25/ 
The Department of Public Welfare of Fall River gives tickets to the recip= 
sent and communicates the name ond address of the latter to the secretary 
of the Fall River Milk Dealers' Association. The secretary then directs 
some member of the Association to deliver milk daily to the holder of the 
tickets. The milk route man collects the tickets and the dealer receives 
payment semi-monthly from the Department of Public Welfare, necording to the 
number of tickets which he holds, at the rate of 10 cents per quart. 26/ 
This rate is three (3) cents under the reguler retail price, end producers 
are paid one and one-half (1-1/2) cents per quart less then the regular 
Class I price for milk disposed of in this menner, Treble 13 shows the 
number of families on relief, by months, April 1934-June 1936, the quenti- 
ties of relief milk distributed in terms of quarts and pounds, and the 
prices paid by relief authorities for such milk. The number of families 
on relief in June 1936 was 2388 compared with 3,491 in June 1935 and 2,003 
in June 1934. In June 1936, 26,8935 quarts of milk were distributed to 
relief clients, as compared to 43,498 quarts in June 1935, and 19,733 quarts 
in June 1934. There was a definite decresse each month in the number of 
people on relief in Fall River from December 1935 through June 1936. This 
seems to indicate that a portion of the people on relief are being absorbed 
by industry in the Fall River Arca. 
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25/ Report of Market Administrator, License Ne. 48,(Order Noe 5). 


26/ April-August 1934, 9 conts per quart; after August 1934, 19 cents 
per quart. 
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Tablo 13.- FALL RIVER MARKETING AREA: Volume and price per quart of 
milk distributed to relief recipients, by months, April 


1934 to June 1936, inclusive 
Year : Number of : Amount : : Price 
ond : families : paid for +: Quarts +: Pounds : per 
Month on relict 3 milk : ; 2 G0ere 
* Dellers Conte 
1934 : E 
April weed). 12,748.50 23,870 51,321 9 
Moy pe SEO AG. Tt) Pg kO ba or 38,528 62,835 . 9 
June He Es ama PGI EN 19, 733 ae 406°” 9 
July eee es BOD eee 27,398 . 58,906 . 9 
August Por pesed 1 2eoe Jee seve | el b46 9 
September , 3,742 , 6,586.38 e862 31187,308 — 9 
pedten sag” aoe, 80°) 47,068 | 101,196 4 10 
November . 2,406 | 2,489.90 , 24,899 Pr eaasoo. § 10 
December : a 4g0" J asage.80 | 44,758 | 96,280 ¥ 10 
1935 : : : 
Jonuary 3,154 1,561.00 15,610 23,562 . 10 
February 2,906 3,086.30 30, 863 66,855 10 
Mereh 3,024 4,858.00 48,580 | 104,447 10 
April &, Bee 4, 384.80 43,848 | 94,273 10 
May % 442 5,050.50 50,505 | 108,586 10 
June 3,491 4, 349.80 aeneg 7) 66,521 10 
July 3,333 5,035.80 50,358 . 108,270 10 
August 4,021 6,605.90 66,059 |. 142,027 10 
Septembor £5136 7,905.10 79,061, 169,959 10 
Catover. . © 3,799 8,945.30 89,433 | 192,280 10 
November | 4,691 O-276.80 , 92,756 ., 199,420 10 
December . 3,917 6,195.00 61,959 143,193 10 
1936 3 i ‘ 
Jonuary , 3,335 , 5,468.00 She. B80" * IVT 2be2 10 
Fobruary | 2,898 | 4,877.60 , 48,776 " 104,869 10 
March 2,868 ° 4,609.40 ° 46,094 99,103 10 
April 98,034 © , 3,941,400 _ $9,410 84,731 10 
May " 8,460 {| 3,150.60 21, 506 67.740” 10 
June * 2,388 * 2,689.50 26,893 57,622 © 10 
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Compiled from tho annual report of the markot administrater, 
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G. The sales of fluid milk 


The improved demand conditions in 1936 and the early months ¢f 
1937 has been associated with an increase in the amount of milk sold as 
fluid milk. Beginning in June 1936 and for each succeeding month through 
April 1937, sales of fluid milk were higher than in the corresponding month 
a year earlier. The average daily Class I sales for the year 1936 were 
73,714 pounds compared with 72,649 pounds in 1935, an increase of 1.5 per- 
cent. During the first four months of 1937, the average daily Cless I 
sales in the Fall River Market were 3.3 percent higher than during the 
first four months in 1936. (See table 14). Fluid milk sales in the Fall 
River Market do not vary markedly from season to season. During the year 
1936, fluid milk sales varied from 70,014 pounds per day in Junuary to 
78,239 pounds in July, a range of only 11.7 percent. 


The increase in Class I sales during the first four months of 1937 
as compared with the saine period in 1936 is especially siznificant in 
view of the fact that the retail price of milk was increased from 145 cents 
per quart to 14 cents on December 15, 1936. aApparentiy, business conditions 
have improved to such an extent in the Fall River Area that the retail 
sales of fluid milk were not reduced by the price increase. 
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Table 14 - Estimated Average daily Class I sales in the Fall 
River Marketing Area, Apr. 1954 - Apr. L937 5 
inclusive. 
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Month ; : : 
a eek EV iv 0g DO 
Boosie 7.  bouide \) y | Pounds, a 
January : ‘ (oe, O08 ; 70,014 ‘ 72,669 
February 4 ; 72,546 : 73 OLe : 75, B00 
March ; : 74,007 : 72,155 : 74,489 
April : 74,978 : 74,127 Z 70,926 : (Opeue 
May ; 80 , 232 : 72,908 : 70,576 : 
June : 81,202 : POR Oe : 74,226 : 
July : 80 , 000 : 74,322 : 78,239 : 
August : 80,672 : 74,461 ; Tt, oe : 
September : 75,170 : 70,491 : 75,636 : 
October : 72,089 : 71,824 ‘ 74,071 
November : 79,501 ; Tigo. : 75,4635 
December : 71,250 : 69,8435 : 73,452 
oe eo eee ee i 


Compiled from reports of the Market Administrator, License No. 48 
and Order No. 5. 
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PART VII 


Supply Conditions in the Fall River Milk Supply Arca 


A. Goneral supply conditions 


In the discussion and tables contained in section C, of Purt 
V of an carlier economic brief prepared on the Fall River miik merket, 
entitled, “Supply Conditions", the general cheractsristics of the Fell 
River Milk Supply Area are sct forth in detail.27/ 


The first division under the main heading, "Supply Cunditions”, 
treats of the location and boundarics of the Fall River Milk Supply 
Arca. The Fall River milk mrket draws its fluid milk supply from 
Bristol County, Mcessachusetts and from Bristol and Newport Counties in 
Rnode Island. Figure 1 in Paper No. 2 shows the Fall River milk supply 
and market areas, and the proportion of the total milk supply furnished 


by each town in the supply arce.28/ 


The second division under tae main hcading "Supply Conditions”, 
sets forth the internal characteristics of the Pall River Milk Supply 
Area. In treating the internal characteristics of the Full River Milk 
Supply Arca, the discussion and data center around the following topics: 
(4) Types of sepia in the Fall River Milk Shed; (b) Cuearacter of the 
dairy enterprise in the Full River Supply Arca; (c) Average size of herd, 
total miik er ie milk production per cow and milk production per 
square mile in the Fill River Milk Supply Arca; (d Trends in milk pro- 
@uction in Massachusetts and Riode Island since 1929; (e) Utilization of 
milk produced in the Fall River Supply Aree; and ( 
and deficit milk supply adjacent to or within the Pel 
area. Most of the discussion in this part of the earlie 
on data gathered by the Census for the year 1929, and it secms reasonable 
to assume that the type and method of ferming in the sren heve not 
changed greatly since that time. In any Sees the data is not available 
by which the eaenoeet oh ean be brought up to datc in some instances. 
Therefore, enyone who desires to become familiar with the general char- 
actcristics of the Fall River Milk Supply Area ma; refer to the earlier 
economic brief prepared by the Dairy Section for the Fall River marke 
in Februery 1936. 


B. Foed supply and feed prices: 


= 


Beesuse a large proportion of the cash ecxponditure of dairy 
farmers in this ares is for feed, the prices of feuds and their relation 
to the price of milk is of great importance in the Fail River market. 
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27/ Peper No. 2, op. cit., pp. 21-37 
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The small ricultural sree which supplics fluid milk to the 
Fall River ae. is a high cost milk production srec. Tt is siso a 
deficit milk production area in thet not cnough milk is producca in 
the supply ares to furnisa the fluid milk and fluid cream require- 
ments of the Fall River market. Large quantities of "outside" cream 
are brought into the aren curing esrtain sezsons of the year to supple- 
ment the local supply of ‘a Lie in order that hendlors mey have & suffi- 
jont quantity of milk to mect their Class I and Ciass I1 reguiroments 
in the market. Milk producers in Mossachuse tts and Rhode Island procuce 
practically none of their concentrated fecd requirements, whi 
that practically s11 of the grein used in feccing dciry enttle for milk 
procuction in this “rec is purchascd. Even in Rhode Islanc, milk pro- 
ducers purchase 2 large percontsge of their roughege requirements for 
feeting dairy exttle in the form of hay. (sce table No. 19, Economic 
brief on Fell Rivor Milk Merket, 1956) jo) Milk producers in M.ssa- 
chusotts used 30.48 percent shipped-in food snd 69.52 percent nome- 
grown feec, while milk producers in Rhoce Tslend used 34.06 perecnt 
shivpec~in gal ii 65.94 percent home-grown fe eG. These Gata incicate 
the important rel.tionship that exists between feed prices ond prices 
peic by hendtens: for milk in the Fall River market. When feed prices 
edviues miterielly, hanélers must pey progucers a higher price for tielr 
milk in order to be sure of receiving © sufficient supply of high 
guality milk to mcet their fluid milk requirements. 


1. Feed supply. 


As pointed out above milk OURS in Messachusctts and Rhode 
Islend purchese practicclly ell of the grain fed to dairy ce tbles. Precis 
enlly the only kinds of nome-grown feed are pesture, hay anc silage. The 
eondition of pastures on June l, 1947 was 93 percent of normel in Messa- 
obtebede compared with an evercge of 85 percent during the periocé 19235- 
193 2.30/ On June 1, 1937, the condition of pastures in Rhocs Islanc was 
81 percent of oe f compared with an average of 8&6 poreent curing the 
period 1925-1932. The con¢itions of tame hay on June ie 1937 was 94 per= 
eont and 95 perecent of normal in the Stetes of Massachusetts and Rhode 
Island, respectively comparcé with an 88 pe antec in both States 
during the porioc 1923-1952. Thess cat thet the condition of 
pastures and tame hay in the treo Statcos of Messachusetts anc Rhode Island 
on Junc 1, 1957 wes slightly higher than normel. 


VOR cs 


On the other hand, the trend in priccs of feed graing in the 
Boston market has been upword since June 1936. Tho severc Grought in the 
surplus grzin procucing regions curing the summer of 1956 
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29/Ibid., p. 35. 
30/See monthly report of the Crop Reporting Board, June Dy Lots 
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drastically curtailed the available supply of feed grains. This 
condition caused feed prices to advance rapidly during ae surmer and 
fall of 1936, and for the first four months in 1937 (see table 15 and 
figure 2). The rapidly rising feed prices in the late “Pall of 1936 
resulted in producers demanding an increase in the price pase by 
handlers for milk used for Class I! purposes. (i3.lk used for Class Il 
purposes is related to the cream price in the Boston market and 

varies when the price of such cream varies). On December 15, 1956, 
the Class I price was increased from §3.35 ner hundredweight of 33.66 
per hundredweight, by agreement between the producers’ association 

and handlers operating jin the Fall River market. The average price 

of feedstuffs in the Boston market in December 1936, wes 151.56 percent 
compared with the average price of feedstuffs in December 1935, of 89 
percont, an increase of 42.6 percdst. (average 1935 = 100). The average 
price of feedstuffs during the fi ‘rst four months of 1937 have been 
even higher than during the corresponding months in 1936, ranging 
from 45.9 percent in February 1937 above February 1986 i 59.6 percent 
in April 1957 above April 1956. The average price of feodstuffs in 
the eon market in April 1937, wore higher by almost 10 pak 
than during any month since License No. 48 and Order No. 5 becaine 
effective in the Fall River Marketing Area. 

That a large proportion of total farm income on dairy farms in 
Massachusetts and Rhode Island is expended for foed is indicated by 
Census data for the year 1929. (See Table 16.) Im Bristol County, 
Massachusetts, out of total income of 84,602.59 per farm for farm 
products sold, excha nged or used, pl, 659.44 was expended Por feed. 

In Bristol County, Rhode Island, 5,493.29 represented the value per 
farm of farm products sold, exchanged or used, out of which sum $2,068.34 
was expended for feed. Out of $3,942.40 income per farm in Newport 
County, Rhode island, $1,572.06 was oxpended for fecd. It appears, 

then, that more than one-third of tho value of all farm products, 

sold, exchanged or used by farm familiocs on dairy farms in these 

Countics was expended for feed, B1/ 


The foregoing discussion indicates that the increas ing freed 
prices are of paramount importance to milk producers in the Fall River 
Area. Uigher foed sosts incronso the cost of producing milk and the 
milk producers in the Fail River hilk Shed will be materially affected 
by these higher production costs, as well as by the increase in the 
cost of labor and other itoms the farmer must purcnasc. 


C, Numbor of Producers and Scasonal variation in deliveries 
of milk to handlors by producors. 


fable 17 shows the number of producors and average daily 
deliveries por producer sclling mil to handlers roporting to the 
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31/ Adopted from Paper No. 2, Series on Marketing Agroements and 
Orders, op.cit. 
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Table 16.- Farm income and expenditure for feed and labor on all 


ee ne ee a ee ee ee 


County 
and 
State 


Massachusetts: 


Barnstable 
Berlcshire 
Bristol 
Dukes 
Essex 
Franklin 
Hampden 
Hampshire 
Middlesex 
Yantucket 
Norfolk 
Plymouth 
Suffolk 
Worcester 
State 


Rhode Island: 


Bristol 
Kent 
Newport 
Providence 
Washington 
State 


oe 


United States Census of Agriculture for 1930, Volume III, Part I, County 


: Value of farm 


me 


: products, per farm, 
: sold, exchanged or 
used by farin 


: family ON ee Ae 

yoni.) emery a Tae 

2 farms type farms 
farms 


ee ear ee een eee 


2, 545,94 


Reeoo sols 
Gu Led ee os 
LoSoiss0 is 
3,249.50 : 


2,317.86 
2,666.97 
2,734.56 
3,915.30 


4,383.55 : 


4,128.98. : 


4,050 654 


11,275.45 : 
2,698522 : 
3,060.85 : 


3,558.84 : 


Po ee ee 


2,266.37 : 
3,347.34 : 
3,511.04 : 


2,839.69 
peueee eT 


Tables III and VIII. 


ha ae ome 


Dollars : Dollars + Dollars + Dollars 


Expenditures for 
feed per farm 


Dairy 


type 
farms 


eR TS LRT I TL Coulee 
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: Dollars : Dollars 


farms and on farms of dairy type, by counties, in 
Massachusetts and Rhode Island, 1929. 


ot ee ee te ne reer 


Exnenditures for 
labor per farm 


Ar oe 


farms 


2 4,687652 : 994265 : 1,371.83 + ‘977621 
3,824.46 : 807.87 : 1,143.86 : 856634 
4,602.59 : 1,158.83 : 1,669.44 : 1,068.98 
2,688.57 : 705e07 : 988.96: 689.35 
5,115.57 : 1,128.00 : 1,728.75 : 1,495.36 

: 3,422.86 : 518658 : 1,031.84 : 484.08 
3,280e76 : 653.54 : 1,009.70 : 1,004.67 
B 300085 2. 662059 :°1,023.08 9 754585 
5023.50 ¢ 1,209e15 : 1,725.48 + 1,872.58 
4,146.00 : 1,595.90 : 1,925.94 : 1,236.06 
7 OCGgG2 sl pbOv dpe: + 2,581648 a2, 679850 

: 4,617.84 : 1,306.92 : 1,908.43 : 1,553.28 

- : 1,804.41 : ~ : 8,468.48 
S, 766014 : 863086 7 1,245.80 > 835.34 
4,231.81 : 955.49 : 1,420.01 + 1,133.88 
5493029 : 1,443.84 : 2,068.54 : 1,350.94 
4,823.99 : 810.20 : 1,555.08 : 790.13 
3942040 : 1,093.80 : 1,372.06 : 1,540.04 
6,587.30 4 1,101<17 : ‘2,163.57 <1, 301.67 

2 4,052:51': 899.59 : 1,422.08 : 954.90 
5,226.65 : 1,053.69 : 1,733.43 : 1,207.85 
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1,420.67 
TT5e8e 
1,117.62 
726029 


: 1,357.01 


ee 


573695 
659 «12 
635.40 

1,273.39 

1,131.08 

1,788.39 

1,318.38 
857.85 
985.39 


: 1,564.24 


1,043.46 
978.74 
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: 1,135.63 
: 1,187.66 
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Table 17,- FALL RIVER, MASS.: Number of producers and average daily deliveries 
per producer selling milk to reporting handlers 
and index numbers of seasonal variation in such 


deliveries, by months, April 1934 = May 1937. 


Year : Producers 
& : covered by 


Average ‘daily 4 deliveries 
Per: Index of seasonal 


eet 


17 Average for ns year = 1 aie 


Compiled from reports of the Market Administrator, Liconso Noe 


Month sHandlers' reports : Producer variation 1/ 
a : Number: Pounds. "> Percent os 
1934 epee Ca hel 
~ April 355 ks 22255 
May 355 : 2470 
June 352 : 247.69 
July 351 : 24502 
August 344 250 0d 
September 345 241.2 
October 329 250.6 
November 324 CoD ee 
December : 350 22008 Os eae sg ue 
ew ne cs oe a kee Bia 
1935 pms is aaa Tis tc Ug h van aut 
January : 356 : 255 09 9407 
February : 330 : 200k 9502 
March : 355 : OzL 66 97 8 
Les ee : 332 251.8 : 101.9 
May ; 535 25928 ‘ 10962 
June : 307 27028 : 109.6 
July : 525 207 02 : 104.1 
August : 334 29568 ; 1028 
September : 335 246.8 5 9929 
October : 337 Cage ws OT el 
November : 538 caver ; 9209 
December 338 295 0S : 94 6 
Average 334 i ee: ROO ai gaan 
1936 aes : : oc co ees 
January 558 : 209 ee 95 6 
February 538 245 06 970d 
March 309 20062 100.0 
April 340 20168 100.6 
May 339 266.0 106.3 
June 345 269 60 107 05 
July : 335 207 66 102.9 
August : 530 205 09 ; 10202 
September : 532 2488 ‘ 99.4 
Octobor ; sO] 249 62 - 996 
November : 358 256 07 94 6 
December : 308 20060 ; 9401 
Average +. 308 i Ga ie r a LOGO Sige ey, 
1937 : | , : ; pantie foie. 
January : 329 : 042 08 : 
February: ry § : 245 oS : 
March : 309 : 200 6D : 
April 312 : 25065 : 
May 298 eT See Myy 
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Market Administrator, and indcx numbers of seasonel variation in such 
deliveriss, by months, April 1934 =- May 1957. These dete indicctsa 
that the number of producers delivering milk to hendlers reporting to 
the Market Administrator has remnincd relatively constant during the 
entire period License No. 48 and Order No. 5 have been in effect in 
the Fall River market. There was 2 slight reduction in the number 

of producers delivering milk to handlers during Merch and April of 
this year, but that may be due to the fact thet one or more hendlers 
who had been reporting to the Market Administretor failed to report 
during those two months. 


The data in Tnble 17 also show that the averige daily dclivories 
of milk per producer do not fluctuate to any marked cxtont on & 
seasonal basis. During the yoar 1935 the index of sexsonal varintion 
in average daily deliverics ranged from a low point of 92.8 percsnt 
in November to 109.6 percent in Juno. (Avernge 1935 = 100). During 
the yeor 1936 the index of seasonal veriation in averege daily deliveries 
ranged from 2 low point of 94.1 perecnt in December to 107.5 perecnt 
in June. (Average 1936 = 100). The scnsonal fluctuations in averrge 
daily deliverics by producers are not much grecter than the ssasonal 


fluctuations in Cless I szles by hrndlors. While the sensonal 
fluctuations in average deily deliveriscs by producers does not corrés- 


pond exactly with the sexnsonal fluctuation in Class I svxles by handlers, 
the relatively close correlation between dcliverics and salcs indicate 
that producers in the Fall River merket do relate thcir dceliverivs of 
miik to Class I sales by handlers. This is prob-bly due to the fact 
that it is unprofitable to dslivcr milk to handlers at surplus or 

pease 21 prices in the Fall River Area and producers so arrange their 
farming operntions so that they enn deliver milk to handlers at such 
times and in such amounts as will return to them ths highest possible 
prices. Figure 3 shows the location of producers dslivering milk to 
Handlers in the Fall River Mcorketing Arén. 


1. Producers' Associations. 


There arc two producers’ associntions operating in ths Fall 
River Marketing Ares, namely, the Fall River MOlk Producers' Association 
and the New England Milk Producers’ Association. The Frll River Milk 
Producers’ Association is by far the most important producsrs organ- 
ization opersting in this market. Table 18 shows th.t during the 
period April 1954-Junc 1956 mombers of tie Fell River Milk Producers’ 
&Ssociation delivered 57,309,267 pounds of milk to hendlers reporting 
to the Mnirket Administrator and this volume represented approximately 
SS percont of all milk delivered by producers to such handlcrs. 
Members of the New England Milk Producers' Associction delivered 
4,605,197 pounds of milk to hendlers during this period or approximately 
7 percent of the total volume of milk delivercd to handlers by all 
producers. Producers who were not member of cither association dclivered 
5,665,995 pounds of milk to handlers or spproximately 8 percent of the 
total volume dclivered to handlers by all producers. Tables 18 also shows 
the number of producers who were mombers of each cssocintion and the num- 
ber of non-membcr producers, by months, April 1934 - June 1936. 
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i A i 
De Number ef Handlers and Seasonal Variation in Class I Sales. 


During the pericd April 1934 - April 1937, the number of handlers, 
including Producer-handlors, reporting to the Market Administrator 
varied between 44 and 59. ( See Table 19). Producer-handlers reporting 
to the Market Administrator under License No. 48 and Order No. 5, 
numbered from 4 to 19 during the period April 1934 - April 1937. The 
latter number was reported for May 1936 the first period after Order No.5 
became effective. Data in Table 18 show that sales bir handlers have 
declined from almost 10C percent of total sales in the early period of 
operation of License No. 48, to approximately 90 percent of total sales 
during recent months. Sales of producer-handlers reporting to the 
Market Administrator have increased from elinost nothing to avproximately 
10 porcent of totel sales in the Fall River market. This is probably 
due to the fact that producer-handlers did not report to the Market 
Administrator undcr Liconse No. 48, which seems reasonable in view of 
the fact that sales of producer-handlers reporting to the Market Admin- 
istrator hove increased since the cffective date of Order No. 5. 


The number of handlers excluding produccr-handlers, reporting to 
the Market Administrator under License No. 48 and Order No. 5, have 
varied from 27 to 41 during the period April 1934 - May 1937. The 
trend in number of handlers reporting to the Markot Administrator has 
been slightly downward reaching the low figure of 27 in ley of this 
year. (See Table 20). Ths data in Table 20 also show the Class I sales, 
Class II sales and sales outside of the Marketing Area and percent each 
is of total sales included in the markct pool, by handlers during tho 
period April 1954 = May 1937. The trend in proportion of Class I 
soles to total snles has been slightly downward during the period which 
indicates that there is probably some relationship between the handlers 
not reporting to the Market Administrator and the dcocrease in pro- 
portion of Class I sales to total sales. Tho handlers not reporting 
to the Market Administrator are probably small hendlers with a hich 
proportion of their total sales in Class I. 


A number of handlors deal-in very small volumes. The annuel 
report of the Market ..dministrator for the your July 1935 - June 1936, 
covering 35 handlers, shows that 18 handlors purchased milk from less 
than 5 producers; 10 handlers purchased milk from between 5 and 10 
producers cach; and 7 hendlers purchasod milk from more than 10 
producers cach. 32/ 


Table 21 shows the ecstimatod 33/ avorage daily sales of milk 
and index of average daily sales, by classes, during the period april 
1934 - Moy 1937 in tho Fall River Marketing Aroa. (Index of sales, average 
1936 - 100). Tho data in Table 21 show that the seasonal variation 
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32/ Report ef Market Administrator, License No. 48 and Order Noe 5. 


55/ Estimatod by the Market Administrator from total milk usod in tho 
Marketing Arca cach month. Includes ostimates of handlers not 
reporting to Market udministrator. 
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Table 19.-FALL RIVER, MASS.: Estimated total number of handlers, cstimated total 
sales by handlers purchasing from producers and sales by producer- 
handlers with percent of total handled by cach group, by months «april 

wn 298 -Moy 19ST. 


: Total : Seles by handlers: Sales by deka ee 
Year and : numbor 3 purchasing from producers: _producer-handlors +: Total 
Month : of Sil 0) Oreo 4. 4 ke Parnent: ete eemee 
ee emer se Vo lune total. Bo MOINS 2s  totih ee ae 
1934 : Numbor : Pounds: Poreont + “Pounds : Percent; Pounds 
April et st Best OLA a) GBs ni @ijoe0 ie eh eae 
May a 5) Peete Oy Ole ean oo" > 24,294 ; ae) ; 2,744,604 
June 2 45 22 pBEOSCEN ha eae LBS ar ee. 2 1.2 ; 2,653,005 
July a 4k t 2,660,885 ue.) 69.7 6 Pe Bae) 3 : 2,676,940 
August : 44 VEU 67 be G8e6 : 38,017 : 1.4 : 2,738,588 
September: 44 sEgoLepOOS ; 99.4 a SEDg Las ae 06 i 2,004,701 
October ; 46 3 2,435,305 $ 958 Y LOG4S 0h. 3 402 2 2,541,882 
November ; 46 ? 2,269,694 : 94.6 s LEG jooa? 3 54 : 2,598,047 
Pecembor : 46 +: 2,347,620: 95.7 ; 106,400 : 4.43 : 2,454,020 
ee a AO8 102, 650,645 |" 5 87eB Ts 500,478 : 2.2 es Oe 
1935 : : : : : fa 
January 3 47 $ 2,453,569 : 94.7 fe pe Ve 5.5 $ 2,510,230 
February : 47 : pelo sear : 94.6 : 124,810 : Det i 2,821,837 
March 2. 46 2 ,pOG,2 0 L s 94,5 SUMO Ode 8 565 : 2,653,452 
April : 46 ; €. 610,000 ws! Gac8 : 137,605 ; 502 : 2,648,506 
May ey $2,820,296 Ifa) 9552 : 142,980 : 468 : 2,963,275 
June ; 46 2 2,729,463 I/: 95.3 : 133,700 : 47 : 2,863,163 
July : 46 P Bylot Olt 7 ae 858 ae or Ware: mer 468 : 2,785,046 
August 2 47 : 2,615,761 1/: 04.9 ; 141,310 : Sel 2 2y TSE sOFE 
September: 46 ?° 2,473,718 Le 94.8 1/150, 006° 3 5k : 2,614,724 
October : 46 2 4,004,520 3 94.9 : 154,782 2 Sel i 2,659,008 
November : 46 2 2,524,424 : 94.7 s 129,862 50d : 2,454,286 
Perember 4 46 2 2,448,852 1: 94,8: 133,478 : | 542s 2,588 Bag 
Meet |. 46% 750,202,086: 94,9 31650,379 : Sel  #61,050,009 
1936 ; : : $ : 3 
January : 46 Tresolemess! 2 ONES 224.219 3 Bel : 2,637,468 
February : 46 Y ggo8t,07T : 95.0 + teoge st 5-0 2 2,512,548 
March : 46 ? 2,620,000 ; 94.7 : 145,446 : 50d 3; 2,768,996 
April > 8646 S) SywOay,ae VU: 948 > oe .605 Dee : 2,701 for 
May : 59 Mei ghee. s.  \OB iY : 189,295 : 6.3 : 2,986,918 
June 7 Oo ; 2,765,471 : olay + 254,069 5 Bed 75,016,540 
July : 59 Ce Pe Va eS Bes : 260,234 ;: Bel : 3,002.389 
August : 59 : 2,743,879 3 91.2 e200 O50 "rs 8.8 : 35,009,809 
September: 59 Si tag idchgcd £6 : g1ls1 : 204,496 3: Bed : 2,866,472 
Uewocer +: 59 S2yGol.52e4 2. 90.9 3: 265,978 3 Sed 2 2,901,502 
November 3; 59 2 2,452,642 2 80.6 eg ao 3 995 + 25709 .768 
December :_ _58 __1 2,548,087 _: 91.0 250,946 : 940 _—:_ 2,799,085 
Total 3 554 151,576,555 "i 92.5 ——=sepa7,065 1 7.5 138,918,080 
LOSK- 3%. 3 
January +: 58 © 24598;502 1/r | 8068 2 264,130 ; Ge2 2 2,062.00 
February : 58 2 2,552,428 1/1 9062 2 253,449 : 9.8 : 2,585,877 
March i OS : 2,694,851] a eS : 275,745 3 Ge2 2 2,968,596 
April 3 58 2 2,601,484 : 90.5 ¥ 212,964 ¢ 965 : 2,874,448 
: : Bel : 3,155,702 


IE SESS YD YO 
1l/ Includes inventory milk * AVETOLC es 


Compiled from scmi-monthly reports of the Market Administrator. 
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Table 20 - FALL RIVER, MASS.- Number of handlers reporting sales of milk, 
the volume of such sales by classes, included 
in the market pool Wa and the percent of 
total sales in each class by months, April 


1934=-Deceinber 1935, 


ne ee ce ee es 


“3Number : “: Per-= : Per= : Per= 3 
Year :0f han= : Class I : cent Class II ;: cent: Sales : cent ; Total 
and :dlers re=: oe ee a 3/ oor outside rey ig sales 
Month _ ROPE. Bohne eat a ee ae SUONBLS 1 akee stove ae 
; Pounds : Pounds ,; : ‘Pounds Pounds 
1934 ae 
~“Kpril 40 ; 2,148,260 , 93.0 160,645 ~ 7.0. 2,308,905 
Meaxy 41 , 23408,295 , 9004 254,689 : Som 2,662,984 
June ; 41 e,ooU yen, /9ves Ce aeoe ae 2,572,246 
July ;, 40 , B,200,580 9260. I92,0l | Tye" 2,598,591 
Rae. AO , 25425,955 | 91.3 Oso, 1565 eae 2,656,113 
Sept. 39 2,181,956 . 80,4 Beeson Lege, 2,454,591 
Oct. 41 iS seamen et Ota ser ose On oF 2,451,771 
Nov. Al , 2,146,648 © 94.37 PHO oil. ; " 2,275,886 
Dece . 41 tapi inagte Seen h 260.002 ~ 2O.8" ; ae 354, 272 
So se G7 20, 5207, Ba i 0.7, 2,087,585 Sen 
1935 ; 
Jane 40  OpledeO oo Clas. S00 G04, 12.5 2,433,569 
Feb. 40 ; 2,002,020 | BG. (287,048 | 13.3 2,170,469 
March , 39 ; 2,156,461 | 86,0, 351,830 | 14.0 2,508,291 
April 39 eget d 0G 2 86.5.) S595097 1113.5 5/ 2,510,903 
May 39 epepet Ole 5 78.60.00 602,419 2104 5 2,612,990 
June 39 ete 0 080 Tes? cel, 558 | 21.8. 5/ 2,731,383 
July 38 siege egee! 85.5, 67S 074" 1445, 5/ 2,617,532 
Aug. 38 ie, cedscGo . 86.0." 389,540 13.4" 5/ 2,609,605 
Sept. 38 Ggloeehed. Bbq), 845122), 13.9; 5/ 2,478,251 
Oct. 38 25264,610 , 90.4, 240,486 © 9.6: 5/ 2,505,096 
Nov. 38 Syie7 078 94.2. 185,809. 5.8, te 2 43234873 
Dec. eget tee 2 9156. 804,555. | 844, 6 . 2,448,657 
Total 389 ya “36 26,029,788 , 86.3, Sple0,17L 18 ee 
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Table 20 - FALL RIVER, MASS. = Number of handlers reporting sales of milk, 
the volume of such sales by classes, included 
in the market pool V/ and the percent of 
total sales in each class by months, January 
1936 - December 1937. ~--Continued 
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ears, 2. eee ee Per= : :Per- : 
Year :0f han-~ : Class I :cent : Class II :cent : Sales scent ; Total 
and :dlers re- : of oF ws 3/ 7 Of. Seutsids .)< of | 3 sales 
Bee porting 2 ttt: 7 rhotal: atets « 7POtel 7 eae 
= : Pounds : s Pounds 3: 2, Pounds. ¢ : Pounds 
1936 : “af 3 : 3 : : : 
lens, : 38 2 2,241,644: 89.6: 261,585 : 10,4: Go) wa : 2,603,229 
Keds. 2 38 2 25h 27 ,i14e 89.0 EOayy Oo Sl leoy 6/ : : 2,588,823 
Mare : ST 6,000,912: 87572, “321,857 2 22.5 Bf : > 2yB2egeso 
Apr. : 36 $2,187,352: 85.4: 372,772 : 14,6: B/ : : 2,560,124 
May : $5 + vi,ugoglecor isos nbi4,080 2 20.6: 210,514: 726: ey lOnsene 
June 3: is 2 1,996,065: 72.4: 585,408 : 21,3 174,000: 6,3: 2,795,471 
pully STs) : 2,112,344: 79.6: 422,612 Live a 119,199: 4.5: £4604,155 
Bugs, -: 32 e 2505055072 79,2 580,867 iets) LOO .o15 Gel: 2,589;889 
Sept. : 32 Lo LO 99s Yar: 520,013 12.9 252,164: 9,4: 2h Thgaro 
Cie -: 31 s 15816,202: 78.12 381,461 +: 16,4 Leu fOus: bei 2,524,424 
moa. 3 32 ¢ 1,846,496: 82.3: 226,587 : 10.1: 171,409: 7,6: 2,244,492 
Dece 3: 32 3). Leet T24= 80 0 eLT Zoro /s iSels 162,087: 6.7% A pAeG Tee 
Total 184 47s 24,541,585: 80,9:4, 426,450 + 14,601, 364-645: 5+ S0-3S BEE 
223 ey ar : : ; ‘ : : : 
Jane : 32 i pga fWO9s, Tien? ALG LS%S 3 16.8 140,925: 5,7: 2,476,307 6/ 
Feds 3 32 3 1,702,005: 78,3: $31,091 : 15.2: 141,912: 6,52 2,175,008 6/ 
Mare : 31 = 1,804,522: 76.2: 399,464 : 16.9: 164,765: 6,9: 2,368,551 
Apre : 31 * 1,752,367: 74.9: 424,110 : 18.1: 162,787: 7.0: 2,339,264 
Maye 3: 27 ¢° 5 705,5225 67,8: 625,427 : 24,93 Le2,j802: Fes BsOLog tod 
June ¢ : : : ;: : : 
July : : 
Auge : 
Sept. 
Octe 
Nove : : 
Dec. =i a aRiRDomnaie outer tere ee Se 
Total : : cae ‘ig 


Milk pooled represents sales by hendlers after 


been deducted, 
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interhandler sales have 


Class I milk means all milk sold or distributed as whole milk, chocolate 


milk, or flavored milk for consump 
1936, means all milk sold or distr 
flavored milk drinks, and all 
Class II milk means the quantity of milk 
May 1, 1936, means all milk accounted for 
disposed of other than as 


tion in the sales area; effective May 1, 
ibuted as milk, chocolate milk, or 


milk not established as Class II. 


or as actual plant shrinkage within reasonable limits. 


Average 


Not reported separately 


Inventory milk 


in excess of Class I; effective 
as being sold, distributed, or 
milk, chocolate milk, or flavored milk 


drinks, 


Compiled from annual and monthly reports of the Market Administrator. 
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Table 21.-FALL RIVER, MASS.: Estimated daily sales 1/ of milk by classes, and 
index numbers of variation in such sales, by months, April 1934-May 1957. | 
(1956 average - 100) 


a ec te el a Na tp — a 

Year : Average daily sales Index of daily sales 
and ‘Class I :Class II :Outside: Total :Class I:Class Il:Outside: Total 
Month ee: | ae: 3/ +: sales: sales : sales: sales 


re ge oT SD 
- Pounds ;: Pounds : Pounds: Pounds ‘Percent: Percent: Percent; Percent 
19 b4 3 : e e e ° . : 


April : 74,978 : 5,653 : = “BOI: DOL 2. Say5 2 - ;: 87,0 
May Peon GS meyeue  s = = 86,506 + 208,98 7 62.0 + ~ ££ 9Sg6 
June y Glae0s = “igece |: - : 88,434: 110.2: 54.5 : - ¢: 9564 
July 250,000 % 6,505 Be 2 66 35a) s-10see 2 Aae9 iG = $ Ddea 
August .eoGle @ "F670 =) BB 54s s N00. Sree SG - : 95,5 
September :; 73,170 ; 11,520 : = & 64,490: 9956 7 -Soe0 ¢ - 3 9146 
October s 72,080 + 9.707 -: BS! BY 006 a Ue eo Ta - : 88.5 
November © 7o.00L | 4,454 : Bor) Yo 8 TOS 4 @ Boe -< ~« & eee 
December POO a Oe oe ge 99 NGS 6h) GON ee Ore, Bl ee 85.4 
Average | TOU s Wye... =~». 84,219. % POG 8 on sO 1s = 2. 900 
1935 : : . : : . RMON IT ae 6 2 
January 7 7o, 007 2 9,904 °; =< © Gesell: G20. © 7446 s&s ~ €£> 88e5 
February >: 72,546 : 10,570 ; a & 62 016 4) Otel 2 Foe? % - : 89,5 
March ge O07 Lioeo <s ae POS BOD 1 LOO stay aie -~ + 204 
April a 7a tev 2°17? 2,580 ; 88,284 ; 100.6 : 87.2 : 45.5 + 9503 
May - 72,908 ; 20,102 : 2,980 : 95,590 + 98/9 4 151s0 45.5 : 103.2 
June 1 73,087 9 19,608 2 2,080"; 95,409 * 0021 3% 140.2 45,5 5 103.0 
July : 74,522 : 12,998 < 2,580 ; 89,840 ; 100.8: 97.5 45.5 2 . ogee 
August o-VAe461 = LL GSP 3 aoe ¢ 88,938 : 101.0: 89.7 4545.: SGav 
September - 70,491 5 18,574 +: 4,202 : 87,157 # 95.6 5 3650 "75.6 ¢. Dau 
October : 71,824 : 8,164 ; 5,151 : 65,159 © 97.469 OlLee 90.8 4 “Slee 
November o 7L.o1 = 47014. % B,089 * S610 4, 960; Sie 98.4; 88.95 
December : 69,843 : 7,137 =: 6,521 : Go j000. 6! 94.7.9 See Lllet. 4. Bae2 
Average : 72,649 3; 11,752 Boos | 87,269 : 98.6 § 88.6 50.5 3; gaee 
1936 ; : : : : : : : 
January 2 70,014 : &,899 :; 6,167 : 85,080 ; 95,0: 67.1 +: 108.7 5 91.8 
February SLs ) 9,089 35,987 ¢ Biooo 4 Oba a YOsS 104,5 : 95.5 
March Soles 2 1515 .°3,078: B0.58e 7 97.9 °> Sés8 2 Boer: 96.4 
epee). 7 ¥O.926 4 13,011 i 5,1ee « 90,009 # 96.2 : “9801 © 10749 & Diego 
May 2 FOO7e © 18,989. 2 6,78l 4 96,552 2 95.7 3 145.1 119.6 ; 104,0 
June : 74,226 : 20,525 +: 5,800 : 160, Sots OORT 1oaer 102.2 : 108.5 
July e PO e9. 2 14,767 10,880 * 96,851 ; 106.1 ; lil.s 67.7 2 TOass 
August . 97,900 1 14,079 3 Ser ere TOS.7 + 20651 90,1 : 104.8 
September ov75,.056 9 32,174 2.7%, 799.s 95,549 - 102.6 ; Ble? + 136.5 2 10oaL 
October VAS © It 857 ¢ 2,089 -: 98.597 ; 1Olse tgs gs. Teele L010 
November 2 75,405 ; 9,149 5 5,714 > 90,326 ; 102.4 : 69,0 : 100.7 : 97.0 
December 2 73,402 : 11,611 3: 5,289 90,291 * 99-0. Sia 9251. 3 27a 
Average t Yo, 14 2 2G 209 2 ob 7e 92,508 + 100.0% TUO.0 Us 100.0 ; 100.0 
January pce S 1s, 1o SF aoe 92,546 : 98.6 )-114,0 2 -B0el 4 OD er 
February YG, Ge? % 1e,908 39 9,000 92,955: 90.5) L0hse @ Ba. % 99,7 
March > 74,489 ; 15,957 ; 5,515 ; 65,761 7 UOlel > Less & 9O.6 % 103.3 
April Se elo 3 17,174 3° 5,ee0 s 65.615 4. 99.9 : 120.4 } 9S<0 : 105.4 
May y VOee 7 80000 | 5,607 2 101.797 » Sut 198.7 2 103,9 © VOUss 


1/7 Daily Sales calcutated from monthly estimates of total milk used in the market- 
ing area. 2/ Class I milk means all milk sold or distributed as whole milk, 
chocolate milk, or flavored milk for consumption in the Sales Area; effective May 1 
1936, means ali milk sold or distributed as milk, chocolate milk or flavored milk 
a pe all milk not established as Class Il. 3/ Class II milk means the quanti 

y of mi in excess of Class I; effective May 1, 1956,means milk accounted for 
being sold, distributed or disposed of other than as milk, chocolate milk or Pies 
ored milk drinks, or as actual plant shrinkage within reasonable limits, 

Computed by Dairy Section, Agricultural Adjustment Administration, from reports of 

the market administrator. 


OR m= 


in Class I sales is rather small. For the year 1935, the seasonal 
variation in Class I sales ranged from a low point of 94.7 percent 

in December to 101.0 percent in August, a range of only 6.0 percent 
(average 1936 = 100), During the year 1936, the seasonal variation in 
Class I sales ranged from a low point of 95 percent in January to 
106.1 percent in July, a range of only 11.1 percent (average for 

year = 100), The seasonal variation in total sales fluctuates with- 
in a slightly wider range than does the seasonal variation in Class I 
sales, but the relationship between the seasonal variation in Class 2 
sales and total sales is close enough to indicate that milk producers 
in the Fall River Marketing Area plan their farming operations as 
pointed out in the discussion under seasonal variation in deliverics 
of milk by producers, 


Figure 4 shows the index of seasonal variation in estimated 
daily sales of Class I and total milk, in the Fall River mirket, April 
1934 - May 1937, 


E. Transportation of milk, Fall River Marketing Arca, B4/ 
Practically all hauling of milk from producers' farms to handlers! 


plants is done by truckers hired by the handlers. From April 1, 193%, to 
September 1, 1934, the following schedule of hauling charges was in effect:35/ 


Zone 1 - 1 to 3 miles 15 cents per hundredweight 
n 2 - over 3, to 8 miles 25 cents per hundredweight 
" o- WBN Ee Lae ot 5 cents per hundredweight 
a i= vw 12 mites 45 cents per hundredweight 


An extra charge of 5 cents per hundredweight was made for "Bad roads", 


On September 1, 1934, hauling rates were reduced to the following 
schedule: 36/ 


zone 1 ~ 12 cents per hundredweight 
x a - 20 cents per hundredweight 
" re) - 30 cents per hundredweight 
" & - 40 cents per hundredweight 


The allowance of an additional 5 cents per hundredweight for "Bad roads" 
was retained. 


F. Sanitation regulations, 37/ 


The system of legal requirements and inspection as to equipment 
and methods under which the Fall River milk supply is produced and dis- 
tributed results in a high quality of milk. The Fall River Health 
Department and the Milk Regulation Board of the Commonwoalth of 
Massachusetts co-operate in insuring a high quality milk supply through 
a thorough systcm of inspection of farms and plants, the City Health 


ee eee Nene ne en tee ee 


nr ea a ae tee an 


34/ The material in scctions # and F is taken from Paper No. 2, op. cit, 
pp. 39-40, 35/ Report of Market Administrator, License No. 48. 
36/ Ibid. 37/ Information sccured from report of Market Administrator, 
License No, 48. 
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umbers of seasonal variatio in estimated deily salos of 
ass I milk mé¢ total milk 


at Fall River, Massachusetts, 
{Average 1936 = 100) 


Departient inspecting farms located in Massachusetts, and the State 
authorities inspecting those located in Rhode Island. A score-card 
system of checking farm equipment and methods is used, farms subject 
to State inspection being scored annually, and those under city 
inspection being subject to inspection 4 times per year. 33/ 


In addition to such inspection as to equipment and methods, all 
cattle on farms supplying milk to the Fall River market must be 
examined regularly for evidence of tuberculosis by the veterinarian of 
the Fall River Board of Health. This inspection applies to cattle on 
farms wherever located, whether within or without the Commonwealth of 
Massachusetts, and is in addition to any federal or State inspection to 
which such cattle may be subject. 


On the basis of the above inspections, the producer is issued 
annually a "Milk Producer's Permit" without which no producer may sell 
milk for consumption as milk in Fall River. So-called "outside" cream, 
however, is subject to no such system of iuspection. 


Some specific standards adhered to are indicative of the results 
of the quality program which has been pursued in Fall River for a 
number of yearse Massachusetts State law requires that milk contain 
not over 400,000 bacteria per c.c. before pasteurization nor over 
40,000 per cec. after pasteurization. The Fall River Board of Health 
requirement is not more than 25,000 bacteria per c.c. after pas- 
teurization, and the sae standard prevails under Rhode Island State 
lawe Dealers selling in Fall River are subject to a pasteurization 
ordinance which recuires that all milk be pasteurizea and that plants 
pe located in the city. While certain existing plants are outside the 
city limits, it is understood that any newly constructed plant will 
have to be located in the city. 


As part of the procedure in securing a low bacteria count in 
the milk supply, cooling to 50 degrees F. is required inmediately 
after milking. Consequently, 63 percent of the producers are now 
equipped with mechanical refrigeration. 39/ 


ee A AS ee cm ~ 


a ee 


39/ In practice, the frequency of inspection may vary considerably 
from the 4-times-per-year stendard. 
39/ Information supplied by Market Administrator, License No. 48. 
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Conclusions Relative to Minimum Prices to Producers as set 
forth in the Proposed Marketing Agreement and Proposed Order. 


Ae The Class I price. 


A Class I price of $3.66 per hundredweight has been effective in 
the Fall River market since December 16, 1936. During that period, the 
number of producers supplying the market has remained fairly constant, 
and the total estimated deliveries of milk have increased slightly 
(comparing data for January-April 1937 with those for January-April 
1936)+ Consumption of fluid milk, es indicated from Market Admin- 
istratorts estimates based on volume of Class I sales, appears to have 
been higher during the first four months in 1937 than during the same 
months in 1936. The outlook for Class I sales appears better, in view 
of employment and economic conditions generally, and with a continuation 
of the same Class I price some increase in milk consumption should be 
expected. 


The proposed Class I price of $3.66 per hundredweight is designed 
to be a price that adequately compensates producers so that there will 
be assured an adequate supply of high quality milk to meet the fluid 
milk requirements of the market. 


Be The Class II price. 


The proposed Class II price formula is based directly on the 
price of butterfat in cream of bottling quality in the Boston market. 
The volume of Class II milk in relation to total volume {shown in 
Table 20) indicates that producers in the Fall River Area heve been 
producing only a moderate quantity of excess over fluid miik reouire- 
ments. This supply ordinarily does not fulfill all the zequiré:.cents 
of dealers in the market for cream for distribution as fluid cream.: 
The proposed price is based on the same formula as set forth in 
Order No. 5, effective May 1, 1936, which places the value of butter- 
fat in Class II milk on a direct ratio with the value of butterfat in 
"outside" or competitive cream. 
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PART IX 


Other Provisions of the Proposed Marketing Agreement and 
Proposed Order for the Fall River Marketing Area 


A. Terms defined by the proposed marketing agreement and 
proposed order. 


The definitions of the terms, "Person", "Producer", and 
"Handler" in the proposed marketing agreement and proposed order are 
the same as in Order No. 5, effective May 1, 1936 for the Fall River 
Marketing Area and a complete discussion of these terms is set forth 
jn the economic brief prepared by the Dairy Section on the Fall River 
market in February 1936. 40/ Reference is made to this paper for a 
discussion of the above terms. The reasons given in said paper rela-~ 
tive to the basis for the terms under discussion apply with equal 
force to the inclusion of the terms in the proposed marketing agree- 
ment and proposed order. 


B. Market administrator and provisions relating thereto 41/ 


Selection, removal, and bond. In order that the Secretary can 
be assured that the administration of the proposed marketing agreement 
and proposed order is being carried out without any bias in favor of 
or against any group in the Fall River Marketing Area, it is necessary 
that he appoint the market administrator. This procedure was followed 
in all Federal milk licenses, due to the fact that it has proven more 
feasible than other types of administrative organization. The person 
selected needs to be one of wide experience and one with complete 
understanding of the proposed marketing agreement and proposed order. 
In order further to insure unbiased administration of the proposed 
marketing agreement and proposed order, it is necessary that the market 
administrator, selected by the Secretary, be subject to removal by the 
Secretary and only by the Secretary. For further assurance to all con- 
cerned of the faithful and honest performance by the market administrator 
of his duties, the market administrator is required to execute and 
deliver to the Secretary a bond in such amount as the Secretary may 
determine, with surety thereon satisfactory to the Secretary. 


Compensation. The Secretary, who selects the market administrator, 
should also be the one to determine a reasonable compensation for the 
market administrator he selects. The market administrator being neces- 
sary for the proper administration of the proposed marketing agreement 
and proposed order, his salary is considered an expense of administration. 


Duties. In order that there shall be proper administration of the 
proposed marketing agreement and proposed order, the market administrator 
must: 
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40/ Paper No. 2. Op. Cit., pp. 43 - 44. 
41/ The material in sections B, C, D and E is adopted largely from 
Paper No 2Op, Cit., pp. 44 ~ 47. 
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- financial transactions provided for in the proposed marketing agreement 
and proposed order. In order for the Secretary to be assured, and to 
assure producers and handlers, of proper administration of the pro- 
posed marketing agreement and proposed order, the books and records of 
the market administrator must be subject to his examination at any and 
all times. Only by being so assured can the Secretary know definitely 
that the proposed marketing agreement and proposed order are effectua- 
ting the policy of Congress as stated in the Agricultural Marketing 
Agreement Act of 1937. 


2. In order for the Secretary to be informed, furnish such infor- 
mation and verified reports as the Secretary may request. 


3. In order to assure that his duties, for which the Secretary 
is responsible, are being properly carried out by his employees, obtain 
a bond for each employee who handles funds entrusted to the market adminis- 
trator under the provisions of the proposed marketing agreement and pro- 
posed order. Most of the money handled in the administrator's office 
belongs to handlers or producers, and the bond would cover possible losses 
to them. This insurance being necessary to the proper administration of 
the proposed marketing agreement and proposed order, the expense of such 
bond should be a part of the expense of administration. 


4. Publicly disclose, except as otherwise directed by the Secretary, 
the name of any person who has not: 


(a) Made reports pursuant to article V of the proposed marketing 
agreement and proposed order. These reports are the only way in which 
the market administrator can determine, in a reasonable length of time, 
sales made by each handler in each class. These reports are necessary 
in order that prices to producers be computed by the market administrator 
and the purpose of the proposed marketing agreement and proposed order be 
effectuated. If the handler pays his producers without filing these 
reports, other handlers and also the producers should be informed that that 
handler had not filed reports and that the market administrator could not 
determine if the handler had paid the correct price for his milk. If the 
producers are not so informed, they might assume that they had been paid 
the correct price. The market administrator must make it known that he 
had not verified the price paid, and, therefore, was not responsible for 
its correctness. 


(>) Made payments pursuant to article VIII of the proposed market- 
ing agreement and proposed order. The market administrator obtains infor~ 
mation to compute the price that shall be paid by each handler and also 
obtains information as to what price was paid. With no notice to the 
contrary, a producer might assume that the price he received was the one 
to which he was entitled, when, in fact, it might be different from what 
the market administrator had computed as being correct. Because the pro- 
ducer might make such an incorrect assumption, the market administrator 
must notify such producer that the prices paid by the handler were not 
those computed by the market administrator. All handlers will be in the 
same competitive position only if they pay the price as computed by the 
administrator. The other handlers in the market, in order to be on equal 
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competitive terms, must know the names of those competitors who have not 
paid the same price for milk (subject only to adjustments) as they have. 


C. Inter-handler sales and non-handler sales 


Article III, section 2, provides that milk sold by a handler to 
another handler or to a person not a handler who distributes milk or 
manufactures milk products shall be presumed to be Class I milk, provided 
that, if such handler, submits satisfactory proof to the market adminis- 
trator that such milk was sold, used, or distributed by the purchasing 
handler other than as Class I, such milk shall be classified as Class II- 
It is one of the fundamental objectives of the proposed marketing agree- 
ment and proposed order that all handlers shall pay uniform prices for 
their milk according to the use to which it is put. 


The routes of milk from producer to consumer are so intricate and 
varied that, as a practical necessity, the sale of milk must be classi- 
fied at some focal point in the routes. In this way only can the market 
administrator be sure that some handlers are not purchasing milk at 
Class II prices and using it as Class I milk. 


D. Sales outside the Fall River Marketing Area 


Section 3 of article IV provides that for Class I milk sold in 
markets outside the marketing area the price charged shall be such price 
as the market administrator has determined is being paid by handlers in 
such markets for milk of equivalent use. 


Some handlers who purchase milk from producers, as defined in the 
proposed marketing agreement and proposed order, sell milk not only in 
the marketing area but also in markets outside the marketing area. The 
proposed marketing agreement and proposed order is designed to regulate 
and set prices to be paid for all milk purchased from procucers Ly 
handlers who handle milk in the marketing area. But, because must of the 
handlers in the markets outside the marketing area are not subject to the 
proposed marketing agreement and proposed order, the Class I price speci-~ 
fied in it might put those handlers at a disadvantage (or an advantage) 
with their competitors operating in those markets with respect to the 
prices paid for Class I milk. Thus, it would be inequitable to apply the 
Class I price as stated in the proposed marketing agreement and proposed 
order to such sales of milk if that procedure would create such a situa- 
tion. Nor can the price be left open to the discretion of the handler, 
for that price applied to some milk purchased from producers who are 
supplying the Fall River Marketing Area and so affects the prices paid to 
them. The only logical procedure is for the market administrator to 
ascertain what prices other handlers operating in those outside markets 
are paying for their Class I milk and to charge handlers subject to the 
proposed marketing agreement and proposed order the same price. 


B. Equalization of fluid milk sales among producers 


The usedplan of payment for milk puts all handlers in the market on 
an equitable competitive basis, and equalization of fluid milk sales is 
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intended to do the same thing for all producers, Faunlization of fluid 
milk sales is simply an extension of a plan that has been employed by 

ach handler and ench cooperative creamery, If a creamery sold 75 percent 
df its milk as whole milk and the remainder as cream, it did not pay 

75 percent of its producers the fluid milk price for all their milk and 

the remaining 25 percent the cream price for all their milk, Such a 

method obviovsly would have been inequitable. Instoad, oach producer was 
paid the whole milk price for 75 percent of his deliveries end the cream 
price for tho remaining 25 percent. Under the proposed markcting agreement 
and proposed order the fluid milk sales of the whole mrkct sre distributed 
among all producers in the milk shed in exactly the same wey as though they 
were all members of a cooperative association which oqualized its fluid 
milk sales among its members, 


The lack of any plan for an equitable distribution of fluid milk 
sales among all producers has been one of the princioal causes of unsatis- 
factory conditions in the Fall River Marketing Area during onst years, 
for it has led to destructive competition among producers. Under normal 
conditions in the Eastern markets, whole milk prices average ap vroximately 


twice as high as the prices paid for milk reported for use os cream. How- 


ever, the milk used as cream is of the same quality as the milk used for 
fluid milk and can at any time be sold as whole milk in competition with 
it. A handler's ability to pny his producers a favorable composite price, 
as compared with the price of competitors, has de2ended largely upon his 
not having so great a volume of surplus sales (in this case, cream) as his 
competitors. If, by cutting prices, a psroduccr succeeded in selling a 
large percentage of his milk as fluid milk, the composite price received 
would be higher than that of another vroducer who recsived the full market 
price but carried a larger percentage of the surplus, Thus, it was that a 
handler could cut the price of fluid milk in the city and still pay a com» 
posite price in the country, as high or even higher than that of the com- 
petitors who did not cut prices, (See Part IV above for discussion regard- 
ing flat price buying.) 


The actual operation of the equalization plan is simply a moans of 
distributing to all producers similarly circumstanced the value of tho 
fluid milk sales in the market by all handlers, With a 40 percent surplus 
in a market, ench producer should get surplus prices on 40 percent of his 
deliveries. The Class I and Class II sales are not distributed equally 
among handlers. One handler may have no Class I sales, yet his producers 
are cntitled to Class I price for 60 percent of their deliverics, But 
another handler may sell 100 percent of his producer's milk as Class I and 
his producers, if they are to carry the samo amount of surplus as other 
producers, should get Class I price for only 60 percent of their deliveries, 
The first handler, who has no Class I sales, is enabled to pay his pro- 
ducers the Class I price for 60 percent of their deliveries by recciving 
from the equalization pool enough money to pay producers the difference 
between the Class II and Class I prices for 60 percent of the milk received. 
The second handler, who sells as Class I 100 percent of the milk received 
from producers, pays into the equalization pool the difference between the 
Class I and Class II prices on 40 percent of the milk received. If a hand- 
ler happened to sell exactly 60 percent of the milk as fluid milk, he would 
pay producers directly for 60 vercent of the milk at Class I prices, and 
for 40 percent at Class II, rather than paying them partly through the 
equalization pool. 
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The whole plan works exactly as if all handlers paid into the 
pool the volume of their Class I milk times the Class I price plus the 
volume of their Class II milk times the Class II price, whereupon the 
total sum would be distributed equitably among producers according to 
their deliveries, The market administrator's office acts merely as a 
clearing houge for transactions. Thus, there remains room for any gains 
through superior quality or differences in efficiency of sy individual 
handler, because any gain from operations after the milk had passed the 
receiving room door is retained by the handler and not shared by the 
rest of the market, | 


F. Computation, accounts and payments 


Article V of the proposed marketing agreement and proposed order 
sets forth three types of reports which handlers are required to submit 
and provides for the verification of these reports, The necessity for all 
these reports and for their verification becomes apparent with the realiza~ 
tion of the nature of a milk market and practical operating problems which 
arise in making effective the class prices in the payments to all producers 
of uniform prices which reflect the utilization of milk by all handlers, 


Section I required handlers to submit reports on or before the fifth 
day after the end of each delivery period, showing, in such detail and 
form as the market administrator discovers to best fit the particular 
conditions, the information as to all milk or cream received by handlers 
and the utilization of such milk, "ith this information before hin, the 
market administrator is able to determine for each handler the classifi- 
cation of the milk, the total payment to be made to producers therefor, 
and, after combining the total payments of oll handlers, the uniform price 
which will distribute such total amount of money to all producers who 
delivered the milk to all handlers, 


Section 2 provides for other reports with respect to producers 
delivering milk to a handler, These reports enable the market adninis= 
trator to secure needed information with respect to producers after a 
handler has newly become a party to the ngreement or subjecs to the order, 
or to reauest information not already in his hands, which is needea for 
full knowledge in order to cffectuate and to determine the effeosts of the 
order in relation to the policy of the Act. The second report provided 
for under section 2 required that each handler report to the market adminis- 
trator upon first receiving milk from any producer who hes not proviously 
shioped milk to that handler, in order that the market administrator may 
keep his records up to date with respect to the producers delivering to 
cach handler and to the coming into the market of producers who did not 
market milk regulerly for thirty days prior to the effective date of tho 

orkoting agreement and order, 


Section 3 provides for the regular reporting by handlers of their 
sayments to producers for each dolivery period in the form of a copy of 
the hondler'ts producer payroll. Such a report expedites the routine 
checking of compliance with the markoting agreement and order and provides 
in oan cconomical way tho information necessary for tho market administra- 
tor to maintain adequate producer records. 
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Section 4 provides that oach handler shall permit the market 
administretor to verify the information contained in all reports. The 
importance of routine verification of all reports is readily understand 
able in view of the intricate and detailed transactions which sre inher- 
ont in the milk business. With regard to auditing roports and books of 
handlers, the Federal Trade Commission in its recent study concorning 
conditions with respect to the salo ond distribution of mJ and dairy 
products in some of the major fluid milk markets of tho ccuntry, statos 
as follows:, "Reports and adequate audits of milk utilization aro essen- 
tial to all milkesettlement plans wherein the use made of the milk is 
tho basis for arriving et prices to be paid producers." 42/ It is 
pointed out in this report that in somo mearkcts “distributors have 
engaged in numorous practices inimical to the interests of vcroducers 
which an adequate audit would have disclosed.” 43/ Where errors both 
willful and accidental may so readily creep in and affect the returns 
to producers, successful operation of a marketing agreement and order 
depends to a large degree upon the extent to which the market adminis- 
trator assures himself of the correctness of the figures supplied to him 
by handlers in their reports and of the correctness of the sampling, 
weighing, and testing for butterfat of tho milk which is delivered by 
producers. Such routine verification is thus extremely necessary for the 
effectuation of the provisions of the proposed markoting ngroeement and 
proposed order. 


The provisions of article VI of tho proposed marketing agreement 
and proposed crder relate to handlers who are also producers. Section I 
prescribes the method by which the market administrator is to include in 
the pool computations the milk purchased by such handlers from other pro- 
ducers. The method prescribed is designed to ostablish a sound basis of 
determining the proportion of such producer-handler's total purchases from 
producers, which is to be paid for nt the Class I price and the proportion 
which is to bo paid for at the Class II price, This is done by oxcluding, 
first, the milk purchased in each class from other handlers, second a 
quantity of the remaining Class I sales of said-producer-handler up to 
but not exceeding 95 percent of the milk produced and sold by him, and 
third, from his remaining Class II milk the balance of the milk produccd 
and sold by him. The Class I and Class If milk which still remains will 
be included in the computations ond will doterm ne the amount which said 
producer-handler is required to pay for the milk which he purchases from 
producers. 


Articlo VII of the proposed marketing agreement and proposed order 
is purely administrative in nature but necessary in ordor to set forth 
definitely the procedure by which the market administrator is to trans- 
late the class orices into uniform prices to all oroducers, with the 
adjustment to apportion equitably among producers the total value of milk 
for each delivery period according to production.during a rcoresentative 
period of time. : 


Section I of this article provides for the computation of the total 
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42/ House Document No. 94, 75th Congross, lst Session, 1957, ppe25 = 24. 
43/ Ibid, pe 24. 
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value by classes of all the milk purchased by any handler to determine 
his total obligation to producers for milk purchased. 


, Section 2 provides for the computing of the payments per hundred- 
weight, uniform, with stated adjustments, to all producers delivering to 
handlers, which will distribute the total value of milk received from 
producers by all handlers. The market administrator is required to notify 
all hendlers and publish the uniform prices in effect for any delivery 
period on or before the 10th day after the end of such delivery period. 
The market administrator is thus allowed five days from the time of 
receiving reports of handlers for the necessary computations. The announce- 
ment of the price on this date allows a period of five days after receiv- 
ing notice of the price before payment is required to be made to producers 
as a reasonable time for the clerical work necessary on the part of hand- 
lers in preparing checks and statements for distribution to producers. 

The series of computations is as follows: 


1. Combine into one total the obligations computed for all hand- 
lers who are not in arrears as to any payments for the previous delivery 
period. Thus is made up the total market pool or the total amount of 
money to be distributed by means of the uniform prices. If a handler 
should fail to pay to the market administrator that part of his total 
obligation which is to be paid to producers by way of the market adminis- 
trator, the paying out of the pool will be reduced by that amount. If 
a handler has so failed in one delivery period, it is reasonable to expect 
that he may repeat his failuro in the next. Experience in operating 
market pools under licenses has shown that handlers will tend to make 
their reports and then fail to make the payments, making necessary a fur- 
ther guide to the make-up of the pool than that of having a report in 
hand. Such a procedure, prescribed for the market administrator, in no 
way relieves the handler in his violation of the order, penalties for 
which are provided in the Agricultural Marketing Agreoment Act of 1937. 


2. The payment to certain producers for their milk at the Class I 
price of $3.66 per hundredweight for that proportion of their effective 
base which is equal to the proportion of 11 Class I milk to be paid for by 
handlers at $3.66 per hundredweight and the payment to certain other pro-=- 
ducers for thoir milk at the Class II price being prescribed, it is 
necessary to subtract from the total pool the amount of money which is 
prescribed to be paid out in these cases. 


3. There is now left in the pool the net amount of money to be 
divided over all of the remaining amount of milk which was delivered by 
producers not in excess of the bases. This sum is divided by the remain- 
ing delivered base milk, the result being the blended price per hundred- 
weight for base milk. 


4, There is a contingency, however, that not all of the handlers 
will make the portion of the pryment to producers through the market 
administrator which is prescribed in article VIII. To cover such a 
contingency the market administrator is authorized to deduct from the 
rate per hundredweight an amount between 4 end 5 cents. This deduction 
from the blended price is not ultimately a deduction at all, but 4 
deferring of the full payment until the money is sure to be in hand. 
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5. Paragraph 5 of the computations is a companion to paragraph 4 
and to section 3 in providing for the distribution of a11 money in hand 
for producers up to the next preceding delivery period but one. By this 
means all of the collections for which the 4--5 cents was set aside are 
distributed each delivery period (me delivery period intervening) as the 
collections are made. It is more important to consider these three pro- 
visions in the light of the practical operation of the plan contsined 
than to consider them in the light only of possible willful violations of 
the proposed marketing agreoment and proposed order. Inevitably some 
reports will be late, some payments will fail to reach the market adminis- 
trator on time, and errors will be made in both reports and payments. 
These three provisions give the market administrator a method by which to 
meet the practical problems which will arise in connection with the pool 
and still preserve practical cquity in the distribution of money as among 
producers. The blended price announced by the market administrator, 
therefore, represents the pooled utilization of milk for the delivery 
period less 4--5 cents, plus whatever hitherto uncollected monoy has come 
into the market administrator's hands for previous delivery periods. 


Article VIII of the proposed marketing agreement and proposed 
order provides that the minimum class prices shall be paid by handlers 
for each delivery period not later than the 15th day following the 
delivery period in the form of uniform prices to all producers, subject 
to specified adjustments which are authorized by the Agricultural Market- 
ing Agreement Act of 1937. The adjustment which affects the returns of 
any producer under the proposed agreemont and order is that adjustment 
depending upon deliveries of milk of a producer curing a representative 
period of time which gives rise to the rating plan. 


Paragraph 1, of section 1, therefore, provides that each producer 
shall be paid the Class I price of $3.66 per hundredweight, for the quan- 
tity of milk delivered not in excess of the proportion of his effective 
rating which is the proportion of all Class I milk to be paid for by 
handlers at $3.66 per hundredweight. Paragraph 2 prescribes that each 
producer shall be paid the Class II price for that quantity of milk 
delivered by him in excess of his rating. Paragraph 3 provides that each 
producer shall be paid the blended price, for that auantity of milk which 
represents the remaining portion of his delivered resting ond which was 
not paid for at the Class I price of $3.66 per hundredweight. These 
paragraphs, therefore, provide for one of the adjustments applicable to 
a uniform price under the terms. of the Act, namoly: adjustment as among 
producers on the basis of their deliveries of milk during 4 representative 
period of time. A literally uniform price would be a straight blend of 
the entire classification value of the milk delivered by all producers to 
handlers. By means of the computations already discussed and the payment 
of the Class II price for excess milk, producers thus receive an amount 
over such a uniform price for that milk represented by their bases and 
an amount less than such a uniform price for the milk dclivered in excess 
of base. 


Paragraph 4 provides for the payment to producers who did not 
regularly sell milk within the marketing area or to a handlor for a period 
of thirty days prior to the effective date of the proposed morketing 
agreement and proposed order at the Class II price for all the milk 
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delivered during the period from the first delivery of milk until the 
end of two full calendar months thereafter. Such a provision, author- 
ized by the Act, is based upon the characteristics of a milk market and 
of the necessary preparation which the dairyman must undertake to fit 
him for supplying the milk market with regular quantities of acceptable 
milk. The provision serves as a measure of protection to the dairyman 
who might be induced to make such preparation by a handler, later to be 
cast adrift by the handler when his purpose had been served, and further 
as a period of reasonable apprenticeship during which the dairynan may 
demonstrate his ability to meet the obligations inherent in supplying a 
milk market and thus be in position to secure real benefit from the 
regulation of handlers. 


Paragraph 5 provides for the completion of the peyment vy each 
handler of the full classification value, but no more, of the milk 
received, as the handler made use of it, by paying to or receiving from 
the market administratcr the difference between his payments direct to 
producers and the classification value of his milk. Thus, when all of 
the payments set forth in article VIII have been made, each handler has 
peid the minimum class prices uniformly with all other handlers, and 
producer's have received uniform prices for milk deliversd subject to the 
specified adjustments which translate a mathematically uniform price into 
practically uniform returns in accordance with the situation of the 
producer. 


Section 3 provides for use, in paying producers, of a butterfat 
differential per hundredweight of milk for compensation as between pro- 
ducers wio deliver milk of identical characteristics except for a differ- 
ence in Imtterfat content. This differential is equal to the value of 
butterfat in cream of bottling quality in the Boston market. Since the 
class prices and the computed blended price are all on the pasis cf con- 
taining 3.7 percent butterfat content, when the handler has made his pay- 
ments to producers, using the butterfat differential for each producer, 
he will have paid the total cost of all his purchases of milk at the 5.7 
percent butterfat basis corrected to the actual average butterfat test of 
all his purchases by the amounts he deducts or adds in making payment to 
the individual producer. 


G Rating 


According to the rating 44/ provision of article VII, the daily 
basic figure of a producer would be determined as follows: The rating 
which was in effect for gach producer for the months of February and 
March, 1987 was cetermined for each producer by nis average deliveries 
per Gay during that quarter of 1956 which was Lowest of the three quarters 
beginning April 1, July 1, and October 1, 1956, respectively. Or, at the 
option of the_producer he could select a raving equal to 85 percent of his 
average deliveries per day during the months of 1936 for which the infor- 
wiation is in the files of the market administrator excluding the month 
which immediately folicwed a month when such producer hac the first 
tuberculin test of his herd. 


The rating in effect for each procucer for each calendar quarter 
beginning April 1, 1937 is determined for such producer by his deliveries 
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44/ Frequently called "base-surplus", “base-rating", etc. 
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on not less than ten (10) consecutive days of the first five (5) delivery 
periods of the preceding calendar quarter. The new rating for each pro- 
ducer will be the rating which was in effect for the preceding calendar 
quarter, or the average daily deliveries as determined above if such 
average deliveries were less than the rating in effect for the preceding 
calendar quarter. The ratings of producers are then adjusted so that 

the total of all new ratings are equal to 110 - 115 percent of the average 
daily Class I milk sold by handlers during the last calendar quarter GF 
the preceding calendar year. The proposed marketing agreement and pro~ 
pesed order contains the provision however, that no producer's rating 
shall be reduced for a calendar quarter following one in which he deli- 
vered as much or more milk in each of the first five (5) delivery periods 
in which the proportion of his delivered rating to established rating is 
equal to the proportion of all Class I milk paid for by hanalers at $3.66 
per hundredweight. In other words, a producer may deliver less than his 
established rating without having his rating reduced provided he delivers 
as much of his established rating as is the proportion of total Class I 
milk paid for by handlers at $3.66 per hundredweight. If a producer 
delivers less then this proportion then his rating is reduced and the 
rating lost is then divided among the producers who delivered more than 
this proportion and added to their rating. Thus the total ratings for the 
year will remain equal to 110 - 115 percent of the average daily Class E 
milk sold by handlers during the last calendar quarter of the preceding 
calendar year. 


Paragraph 4 of section 1 of article VIII provides that new pro- 
ducers shall receive the Class II price for all their milk until the end 
of two full calendar months after first beginning to celiver milk. In 
order to compute a daily basic figure for such producers, a percentage of 
the average delivery per day during this period is taken, which percentage 
is determined by the relationship of the total deliveries of all producers 
not in excess of their bases during such period to the total deliveries 
of all producers. 


Heretofore, the discussion has shown that ell milk in the market is 
pooled, and priced to handlers in accordance with we form in which it is 
sold by them; and the economic basis for such pooling and pricing of milk 
has been pointed out in some detail. The next step in the marketing plan 
is the proration to producers of the proceeds of sales to hendlers. 


The proration plan that has been proposed and that has been incor- 
porated in the proposed marketing agreement and proposed order is the 
type of plan commonly known as the "base-rating" or "base-surplus" plan. 
The problem involved is primarily that of dividing up the fluid miik 
market so that each producer shares equitably therein. It has been 
pointed out 45/ that in most markets fluid milk sales vary on a seasonal 
basis much less than milk deliveries. Hence, during the season of lowes 
deliveries, wilk deliveries within most milk supply areas is more nearly 
equivalent to fluid milk sales than during the season of highest deli- 
veries, when milk deliveries are usually considerable in excess of fluid 


oe 


45/ Gaumnitz, E. W., and Reed, 0. M., The Price Structure for Milk, 
Technical. Paper No. 1, Dairy Section, Agricultural Adjustment Adninistra- 
tion, United States Departient of Agriculture. 
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milk salese On the other hand, producers vary markedly from each other 
with respect to the seasonality of their deliverics. Many producors 
deliver practically a constant volume of milk throughout the yoar, and 
hence their doliverics conform quite closely on a seasonal basis to the 
seasonal requirements of the fluid milk trade. Other producers deliver 

a volume of milk that varios markedly from scason to season, and hence 
their deliveries do not conform closcly on a sensonal basis to the scea- 
sonal requirements of the fluid milk trado. Thus, the plan of making 
ench producer's base equal to his deliverics during the short scason is 
an equitable method of prorating the fluid milk markot among producers. 
Producers are at liberty to incroaso thoir deliverics during tho flush 
sonson if thoy so desire, but for this sonsonal surplus milk thoy reccive 
surplus milk prices. The baso-rating plan doos not in itsolf limit or in 
any way restrain the producer in his operetions. Hoe may incroase or 
decrease his doliverios os he soos fit. Undor tho basoerating plan, howe 
over, many producers find it to their advantago to deliver © more cvon 
volume of milk from season to season rather than a volumo that fluctuates 
widcly from season to season. Some producers oven out thoir soasonal 
delivery curves by shifting tho froshoning poriod of thoir cows, othors 
food relatively more grain than formerly during the short season. Still 
others increase thoir doliverics during the base period (the soason of 
short dolivcrics) by increasing tho numbcr of cows on thoir farms, but 

do not materially chenge the seasonnlity of their milk doliverics. 


That tho rating plan is a commonly accopted markot mechanism is 
evidenced by the large number of milk markets whoroin tho procoeds of 
salos to handlers are prorated to producers through tho reting plane On 
tho basis of nvailable information, it appears that tho rating plan was 
startod in Baltimore, Maryland, in 1918. Since that time, tho rating 
plan has boen instituted in a largo number of important mili: markets and 
has cone to be recognized as an oquitable mothod of prorating to producers 
tho proceeds of sales to handlors. (Soe Table 22.) Table 23 shows the 
numbor of markots operating undor the rating plon, by years, 1918 to 1934, 
The use of this plan of prorsnting to producers tho procceds of salos to 
hondlers spreod slowly, and by 1929 ton markets wore operating undor the 
plan. By 1933, the number of markots oporating under the plan had increas- 
ed to 27, and in 1954 34 markets wore operating uncer tho plan. Tho devel- 
opmont of the rating plan has not beon linited to any one section of tho 
country. 


According to tho figures given in Tablo 22, markots in 17 States 
wore operating under the plan. Tho States ineluded, among othors, such 
widoly soparated States as Massachusotts, California, Goorgia, Oklahoma, 
and Michigan. 


Prior to the offoctuntion of Liconso No. 48, Fall River Salcs 
Arca, April 1, 1934, most distributors operating in the market wore pay= 
ing produccrs delivering to thom according to tho rating plan. Thore was, 
however, no genoral systom of rating applicnblo to the entire market. 
Most dealers paid produccrs according to individual donler pools, although 
a fow small distributors purchased milk on 2 flat price basis. 46/ Tho 
ostablishnent of ratings in the market on a market-wide plan wos accomplish- 
ed by the torms of Liconsc No. 48, by which ratings were allocated to 
producors according to thoir avornge delivorics during tho ontire yoar of 
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46/ Roport of Markot Administrator, Licenso No. 48. 
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able 22. Milk markets operating with base-surplis plans 1/ as a 


part of the markot structure, 


and dato of institution 


of base-surplus plan on these markets, as of February 1, 1955. 


a OE A 


Markot 


pammastageeat: GmNEaSSteete ea 2A IA ORG OO A LEO LOO CI en 


Philadelphia 2/ 
Chicago 

Des Moines : 
Omaha-Council Bluffs: 
Evansville : 
St. Louis 

Boston 

Lincoln 

Wichita : 
Greater Kansas City : 
Detroit 

Newport 

Pruvidence 

New Bedford 

Fall River 

Richmond 

Leavenworth 

Quad Cities 
Louisville 

Los Angeles 

Ann Arbor 

Alameda County 
Battle Croek 

Bay City 

Flint 


Grand Rapids - 


Kalamazoo 

Lansing 

Muskegon 

Purt Huron 
Saginaw 
Baltimore 
Savannah : 
Tulsa 

San Francisco 
Southern Illinois 
San Diego 
Atlanta 


a 


ee ee ae a te 


State 


Ponnsylvania 
Illinois 

Iowa 
Nebraska-lowo. 
Indiana 
Missouri 
Massachusetts 
Nebraska 
Kansas 
Missouri-Kansas 
Michigan 
Rhode Island 
Rhode Island 
Massachusetts 


Virginia 
Kansas 
Iowa-Illinois 
Kentucky 
California 
Michigan 
California 
Michigan 

! 


Maryland 
Georgia 
Oklahome 
California 
iiiinois 
California 
Georgia 


a ai ee RS A a | NS 
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Effective date 


25, 1933 
5, 1934 
14, 1934 
23, 1934 
26, 1934 
2, 1934 
16, 1934 
17, 1934 
17; 1934 
17, 1934 
1, 1934 
0 2054 
Y 


Mar. 

Apr. 

Apr. 
{t 
" ! 
! : ih 


May 1, i964 
May 16, 1934 
June 1, 1934 
Yi " 
" RH 


July 1, 1934 
t 


_ omen 


; Year base-surplus 


of license 


plan was 
established 


——“TApproximate) — 
Iyle 
1929 
1930 3/ 
Fob. 23, 1934 4/ 
1932 


1930 
May 16, 1934 
July 1933 9/ 
1929 10/ 
Fob. 1926 117 
1923 12/ 
1930 
Sept. 1933 
May 3, 1934 
May 3, 1934 
1923 
1933 
1930 13/ 
1930 - 
ddly 1.) ives 14/ 
1027 = 
1918 
1929 
Nov. 11, 1934 15/ 
50 
1932 
1932 
1932 16/ 
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Compiled in most cases from transcripts of hearing for proposed marketing 


agreement for milk. 


(continued) 
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ay S,onsored in ever, case bj a cvoperative association of 
producers in the market. 


af Cperating under the "old" license policy. 

3/ sase-surplus plan drop ped from license December 5, 19324. 

4 / ~prparently no base-surplus plan prior to the license. 

5/ sase-surplus plan discontinued under license as of November 16, 1934. 


6/ Shere had been in effect for several years another plan prior to 
the present one. 


po RD base-surplus plan »rior to license. 


8/ Eorner, J. L., Michigan State Colle.e, Special Bulletin No. 170, 
pee Ol. 


9/ Abandoned in tarch 1934. Added to license Seatember 1, 1934. 


10/ Introduced about 1929 but discontinued in fall of 1930. 
Seestablished in later years. 


ll/ Source: J. S. D. A. Technical Bulletin No. 179, Cooverative 
liarketin,. of Fluid wilk, by Eutzel Metzger. 


12/ Abandoned after several years. Zeestablished in 1930. 
13/ Operated only temporarily. Effected again in June 1934. 


1a/ The base-surplus plan had been used over a small part of the 
market for several years previously 


15/ «stablished as a license feature November 5, 1934. 


16/ Iwo early attempts failed. Reestablished in Februar, 1934. 
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Table 23. Number of milk markets wherein base-surplus plans 
pg was instituted during tne year, end cumulative 
total, 1915 - 1934, inclusive 


e 
> fp Year Number of markets where base- Cumulative 
surplus ylan was started during : total 
| Ne eee MOA ee ie eee ae eee 
LOLS : a! : z 
LOLS x ‘ 2 
1920 : Ze 
L9s1 2 
1922 2 
1923 : ) 2 
1924 5 
1925 . 5 
1926 1 : 6 
Wer - 1 : Ks 
1928 : ” 
rg29 7 3 : 10 
1930 ‘ 8 : 18 
1931 : 2 20 
1932 : 4 : 24 
1933 3 : 27 
1934 ; 4 : 34 
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Table 23, The data are incomplete in that no information is avail- 
able covering all milk markets. The data given in the above table are 
taken from transcripts of hearings on milk licenses, and four markets 
operating under a base-surplus plan were excluded due to lack of 
information with respect to the date the plan was instituted. 
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1933 or during the months of August, September, October, and November, 1933, 
depending upon which average was the higher. it was further provided that, 
if a producer's average daily deliveries for any three consecutive months 
were less than seventy percent of his rating, he thereby received a new 
rating equal to such avera.,e daily deliveries. On September 1, 1934, this 
provision was amended changing "seventy percent" to "eighty-five percent". 


The rating procedure provided by the proposed marketing agreement 
and proposed order will not change the method of determining total ratings 
of adil producers. It will permit a producer to deliver somewhat less-milk 
then his established rating without having his rating reduced. The amount 
of a producer's established rating which he must deliver without having his 
rating reduced must be equal to or above the percentage of Class I milk paid 
for by handlers at $3.66 per hundredweight is of total Class I milk. 


By adjusting bases quarterly it recompenses those producers who 
produce more er less evenly throughout the year by reducing the rating of 
producers whose deliveries dro, far below their established ratings during 
certain periods and dividin,, this volume of rating among producers who 
stand ready to deliver the full amount of their ratings. This method 
provides more flexibility to tue rating structure and enables adjustments 
to be made quickly in ratings as between producers. The costs of produc- 
ing milk are relatively high in the Fall River Area and it appears desir- 
able to make frequent adjustments in the ratings of producers in order 
that the more even producers may be paid more in line with what the milk 
is actually worth instead of waiting until the end of the year to make 
adjustments in ratings. 


The total ratings of producers in the market are maintained at 
aporoximately 110 - 115 percent of Class I sales by handlers durin, the 
last calendar quarter of the precedin, calendar year. Total ratings in the 
market are adjusted only once each year because Class I sales in the Fz11 
Ziver market are relatively constant and the last quarter of the year is 
one of the high periods of Class I sales in this market. Total bases are 
Maintained at 110 ~ 115 percent of Class I sales in order to provide suffi- 
cient quantity of high qualit; milk to take care of daily fluctuations in 
Class I sales. Zxperience has shown that this reserve is needed in most 
fluid milk markets. (See Part VII (D) for discussion of seasonal variation 
in Class I sales in the Fall Jiver Marketing 4rea) 


All Class I milk in the Fall River Uarketing Area is not paid for 
by handlers at the Class I price. ililk sold by handlers for relief pur- 
poses and milk sold in markets outside of the marketin, area is paid for 
b; handlers at a price below the Class I price. The proportion of th 
total Class I milk paid for bj handlers at the Class I price determines 
the percentage of a producer's established rating that he can deliver 
without having his rating reduced. For that proportion of his established 
rating (sroportion of total Classi milk paid for by handlers at the 33.66 
price) each producer will receive the $3.66 price per hundredweight. This 
provision is justified on the basis that if any producer feels that the 
cost of producing milk for the Fall Ziver market is so hi,h that he cannot 
afford to deliver milk for sale by nandlers in markets outside of the 
marketing area and for relief purposes at lower prices, he may deliver his 
proportion of the Class I milk sold by handlers in the Fall iver .warketing 
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Area ond recvive for this amovnt of milk the Cinss I prices for ‘the 
balance of his delivered rating cach producer will receive the blended 
prico, 


It will be apparent that the proposed plan does not change in 
any way the method of charging handlers for milk purchased. The only 
echenze is in the plan of prornting returns to producers. Under the pro- 
posed plan producers delivering larce quantities of milk in excess of 
their established ratings will receive lower prices than under the plan 
in operotion at the present time. On the othcr hand, produccrs who 
rolate deliveries of milk to Class I sales by handlers in the Foll River 
Marketing Area will be recompensed for delivering milk in accordance 
with market needs. 

The method provided for assigning ratings tc new producers is 
equitable, in thet such producers, by planning their deliveries during 
the period until the end of two full calendar months after meking the 
first delivery, may largely detcrmine their own ratings. A pcrocntage 
of the daily «verage of deliveries by such a producer during this period , 
which is determined by the relationship betwoen the total. doliveries of 
all producers not in excess of their bases and the total deliverius during 
this poriod, gives the new producer a rating which is equitable in com-= 
parison with that of other producors. 

H. Deductions for marketing sorvices (Artiele IX of the pro-= 


Q 


posed marketing agreement and proposed order.) 


The Agricultural Marketing Agreement Act of 1937 states that the 
Seerctary of Agriculture may provide for morketing services as follows: 
(section 8c, (5) (BE) ) 


"Providing (i) except as to producers for whom such services are 
being rendered by a cooperative marketing association quolified as pro- 
vided in paragraph (F) of the subsection (5S), for market information to 
producers and for the verification of weights, sampling, end testing of 
milk purchesed from producers, and for making appropriate deductions 

hercfor from payments to producers. . - 


The types of services to be provided are specifically set forth, 
namely checking of weights, sampling and testing of milk, and market 
anformation. The former has « direct bearing upon the size of payments 
received by producers and, in turn, the stability of the market structure; 
the letter provides for the dissemination of such information to producers 
as will aid them in a better marketing of their products. 

Article IX of the proposed marketing agresment and proposed order 
provides for market services to producers. In section (1) provision is 
made for a deduction of four (4) cents por hundredweigsht from the payments 
made to producers, such monics to be exponded by the market administrator 
for market information and the verificction of weights, sampling, and 
tests of milk. Similarly, section (2) provides that, if a cooperative 
marketing associetion is found to bo qualified under the requirements of 
paragraph F, section Bc (5) of the Act, and is properly rendering the 
services to producers onumernted in article IX, section (1) 0f the pros 
posed marketing agroement and proposed order, then the monics deducted by 
handlers from the momburs of such association shall be pnid over to that 
association. 
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It is declared to be the policy of Congress, as statcd in the 
Agricultural Marketing Agreement Act of 1937, to recognize and encourage 
producer cooperatives. Thero is no restriction in the proposed marketing 
agreement and proposed ordvr which would operate to the disadvantage of, 
or tend to supplant, their work. Rather, such services are encouraged by 
roason of a recognition that the cooperstives, due to a close relatioriship 
‘with their members, probably are in a better position to render these 
sorvices to their members than is the market administrator. 


Experiences of the cooperetives have demonstrated that the ren- 
dering of marketing services to their members is a desirable feature in 
the proper functioning of the market structure. Producers gonerally do 
not pave available facilities to determine accurately the weight of their 
milk. Neither are they in a position to test preciscly its fat content. 
Yet, without verfication of the weights and tests as determined by hand- 
lers, producers often question the accuracy of the prices paid them. 
Marketing services in the nature of check-weighing and testing are thus 
rondcred because the producers themselves desire such serviccs. 


Tt may appear that the cxpenscs incurred in the verifiention of 
weichts and tests are more properly chargeable to administration than to 
marketing service. The distinction is onc of degree. Undoubtedly, spot 
checking of the purchases of milk of individual handlers by the market 
administrator would suffice in verifying weights and tests, and, in turn, 
the accuracy of prico computations. Yot the producers, as stated hercto-= 
fore, desire more than this, Their primary concern is that of ascertain- 
ing, not the general accuracy of tho weights and tests mide by the handler 
to whom they deliver milk, but the exact weights and tests of their own 
deliveries. 


The presentation of marketing informstion to produccrs has become 
a necessary adjunct to an intricate marketing process. With this infor- 
mation, producers are better enabled to adjust their deliverics of mil¥ 
to current market condition. The United States Department of Agriculture 
regularly furnished snformation to producers in the form of crop and 
livestock reports, outlook statements, etc. This servicc is maintoined 
only because producers recognize this as indispensable. 


The dissemination of current local market information, such as 
the price aspects of the market, local supply and demand conditions, GCs. 
by the market administrator serves an identical purpose. 


I. Expense of administration (Article X of the proposed markot- 
ing agreemont and proposed ordctr.) 


The market administrator must ncocesserily incur many expenses ay 
his operations: he must maintain a personnel sufficient to (a) compute 
periodically the priccs to be paid by handlers to producers, and doter- 
mine the adjustments from those prices, (b) record and audit the sales 
reports of handlers, and (c) provide for contact work with handlers and 


other partics in the markets 


Table 2 shows the cost incurred in the administration of Order 
No. 5 during the period Junc l, 1936 - May 31, 1937. The average cost 
per hundredweight of milk pooled was $.02689. 
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TABLE 24.-FALL RIVER, MASS.: Expenses of Administration and 
Marketing Service under Order No. 5, 


~@ % June 1936-May 1937. 
¥ ac winpteeneeaneneriunseree: anendenmuiany rane esac Ween: SRL RLARENNN AER ct en SN AA, «LR ETERNAL | ROY ROE A RA ACS AD 
4 Exponditures : Administration : Marketing 
. Bhatt ld OS reall Ske EN PROSE ots iE A SAN ne aE 
: Dollars + Dollars 
Auditing Service 114.05 : 
‘ Apportioned to other areas 103015 
General exponse : 58 41 
Insurance 55 0n7 : 
Light ; 9276 
Office supplics and stationery 84620 ; 
‘ Payable to cooperatives : 61639 
3 Postage 180.55 ; 002 
Rent 426 694 
Salaries ; Gy272e09 , 474625 
Surety bond j 2000 . 
Traveling, other 357059 198.90 
Yelephone and telegraph 111.67 ’ 
Stationery and printing TiO. 67 
fuditor's traveling 7900 
Miscellancous . 6 O07 
Total expenses ’ 1e89L G07 nis 857671 
fverage cost per hundredwoight : ; 
of milk pooled : e02689 : 
Income : 9,515.33 : 975032 
Surplus : 1,624.26 : 117.61 
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Compiled from roports of the Market Administrator 
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Article X of the proposed marketing agreement and proposed order 
for the Fall River Marketing Area provides that each handler shall pay 
to the market administrator a sum not exceeding three (3) cents per 
hundredweight, the monies so obtained being used to cover the cost of 
edministration of the merketing agreement and order. The exact amount 
per hundredweight is to be determined by the market administrator. In 
yiow of tho experience gainec in the administration of License No. 48 
end Order No. 5, it appears that the maximun charge for mesting costs of 
administration, three (3) cents per hundredweight as specified in article 
X of the proposed marketing agreement and proposed orcer, is rensonable.e 


The Agricultural Acjustnent Act, as re-enacted and amended by the 
Agricultural Merketing ~ereenent act of 1937, stipulates thet "each order 
issued by the Secretary under this title shall provide that each handler 
subject thereto shnll pay » «+ « such hoan¢gler's pro rata share \as approved 
by the Seeretary) of such expenses as the Secretary may find will necess- 
erily be incurrec by such authority or agency, curing any period specified 
by him, for the maintonnnce and functioning of such authority or agency, 
other than expenses incurred in receiving, handling, holding, or fispos- 
ing of any quontity of a comaodity received, handled, held, or cisposed of 
by such authority or agency for the benefit or account of persons other 
than hendlers subjoet to such orders. The pro rete share of the expenses 
payable by a cooperative association of producers shall be computed on 
the basis of the quantity of. the agricultural commodity or product thereof 
covered by such order which is Aistributed, processed, or shipped by such 
cooperative association of protucers. « . i 


The expense of administration is thus required by law to be 
collected: from handlers. This provision cf the proposed marketing aygree- 
ment and proposed order is so worded, however, that, if the funds on hand 
are sufficient to cover expenses, the market administrator may waive the 
payments from handlers as to any delivery period. The han’lers are thus 
assured thet the omeunts assessed from them may be aijusted to require- 
ments, and, Since pericdic aucits are made cf the records of the market 
administrator, that the Monies “re properly hanclece 
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